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SENATE  JOINT  RESOLUTION  NO.   14 

A  JOINT  RESOLUTION  OF  THE  SENATE  AND  THE  HOUSE  OF 
REPRESENTATIVES  OF  THE  STATE  OF  MONTANA  ASSIGNING 
THE  REVENUE  OVERSIGHT  COMMITTEE  TO  REVIEW  PROCE- 
DURES FOR  THE  PAYMENT  OF  PROPERTY  TAXES  AND  FOR 
THE  SALE  OF  REAL  AND  PERSONAL  PROPERTY  FOR  DELIN- 
QUENT TAXES. 

WHEREAS,  the  Legislature  has  charged  County  Treasurers  with  respon- 
sibility for  the  collection  of  property  taxes;  and 

WHEREAS,  property  taxes  are  payable  in  two  installments  during  the 
year  and  the  amount  to  be  paid  in  each  installment  is  a  burden  to  certain 
classes  of  property  taxpayers;  and 

WHEREAS,  the  Montana  Code  Annotated  provides  procedures  for  the 
sale  of  real  and  personal  property  for  delinquent  taxes;  and 

WHEREAS,  the  procedures  for  tax  sales  set  forth  in  Title  15,  chapter  17 
MCA,  fail  to  take  into  account  an  orderly  and  efficient  administration  of 
tax  sales. 

NOW   THEREFORE,  BE  IT  RESOLVED  BY  THE  SENATE  AND  THE 
HOUSE  OF  REPRESENTATIVES  OF  THE  STATE  OF  MONTANA: 
That  the  revenue  oversight  committee  be  assigned  to  study: 

(1)  methods  for  allowing  property  taxes  to  be  paid  in  a  greater  number 
of  installments  or  through  other  payment  procedures  that  may  be  adopted 
as  an  option  by  the  tax  collecting  jurisdiction; 

(2)  uniform  and  equitable  procedures  and  safeguards  for  the  sale  of  real 
and  personal  property  for  taxes;  and 

(3)  the  establishment  of  uniform  and  equitable  procedures  and  safe- 
guards for  the  public  and  private  sectors  in  the  taking  and  disposal  ot  real 
and  personal  property  for  taxes. 

BE  IT  FURTHER  RESOLVED,  that  the  committee  cooperate  with  local 
government  representatives  and  other  appropriate  public  and  private  insti- 
tutions involved  in  taxation. 

BE  IT  FURTHER  RESOLVED,  that  the  committee  report  the  findings 
of  the  study  to  the  50th  Legislature  and,  if  necessary,  draft  legislation  to 
implement  such  findings. 

Approved  March  25,  1985. 


PART  ONE 
PROPERTY  TAX  PAYMENT  PROCEDURES 


CHArrKRONE 

OVKRVIKW   OF    PliOPKRTY    TAX    PROTESTS    AND   HOUSE    UlU.    NO.    704 

INTRODUCTION 

This  chaploi  icsulls  (Voin  the  .Juno  7,  1985,  moeting  of  the  Rcvonue  Oversight 
(Committee,  at  which  time  I  he  motion  was  made  and  carried  to  "monitor"  the 
impiemenlation  ol'  House  IJill  No.  704  from  the  49th  legislative  session,  it  is  revised 
IVom  a  memorandum  (jiesetited  to  the  Revenue  Oversight  Committee  in  August  1985. 

The  contents  of  tht'  chapter  include  general  background  relating  to  tax  protests,  a 
hriel  discussion  of  HH  704,  and  a  progress  report  on  the  implementation  of  the  bill's 
provisions. 

A  considerahie  amount  of  the  material  contained  in  (he  "Hackgiound"  .section  is 
updated  (Vom  a  1980  Legislative  Council  report  tilled  "Payment  of  Taxes  Under 
Protest".  That  report  was  prepared  by  Jim  Oppedahl,  Teresa  O.  Cohea,  and  J.  ("ort 
Harrington  for  the  Revenue  Oversight  CoiTimitt^-e. 

BACKGROUND 

Basic  Legal  Provisions 

Since  197L!  there  has  been  a  fundamental  shift  in  part  of  the  tax  appeal  procedure. 
Prior  to  1972,  the  nonjudicial  tax  appeal  procedure  was  vested  in  a  three-member 
State  Hoard  of  lOquali/.alion.  I'hat  board  was  appointed  by  the  C.overnoi  with  the 
advice  and  consent  of  the  Senate.  This  stal4_'  board  supervised  the  revenue 
collection  activities  of  the  slate  of  Montana,  as  well  as  healing  appeals. 

An  obvious  conflict  of  inleiesi  eMsteil  between  a  board  ihat  acted  as  both 
administrator  and  judge.  This  conflict  led  the  framers  of  the  1972  Montana 
Constitution  to  mandate  an  independent  ta\  appeal  procedure.  .Ailicle  Vlil,  Section 
7,  states: 


The  legislature  shall  provide  independent  appeal  procedures  for  taxpayei 
grievances   about  appraisals,   assessments,  equalization,   and   taxes.      The 


legislaLuro  shall  includf  a  leview  procedure  at  the  local  governmeiU   unit 
level. 

Until  1981,  the  traditional  judicial  avenue  ol  tax  appeal  through  district  court 
remained  essentially  unchanged  since  the  1890's.  However,  in  1981  the  legislature 
levised  Montana  statutes  pioviding  direct  access  to  the  courts  by  taxpayers  seeking 
declaratory  judgments.    (Ch.  460,  I..   1981.) 

County  Tax  Appeal  Hoard 

The  curieiil  county  tax  appeal  board  provisions  are  found  in  Ifj-lS-lOl  through  1.5- 
15-104,  MCA.  (Sections  15-ir,.l()r,  and  1  5- 1  f,- lOli  were  repealed  in  1981.  (Ch.  .501, 
L.  1981.))  The  County  Tax  Appeal  Hoard  is  appornted  rn  each  county  by  the  Board 
of  (Jounty  (lommissiorreis.  The  tax  appeal  board  consists  oC  three  nrembeis  who 
.si'r  ve  staggoreil  ;{-yfar  ler  rirs.  The  courrly  board  must  meet  orr  the  third  Monday  in 
Apr  il  ot  each  yi-ar  to  hear'  protests  concer  rirng  assessments  mack'  by  the  IJepaitment 
of  Keverure.  Tin'  board  must  continue  in  sessron  loi  the  pur  pose  ol  bearing  protests 
untrl  all  protests  ,rre  disposed  oC,  but  not  more  than  (>()  days  alter  the  IJepartrrient 
ol  Revi-rure  or  its  agent  lias  mailed  notice  ol  classification  and  appraisal  to  all 
property  owners  and  has  notrfred  the  board. 

.'\  taxpayer  who  seeks  a  reciuction  in  the  valuation  of  his  property  must  Trie  an 
appeal  with  the  county  tax  appeal  board  on  01  before  the  frist  Monday  rn  June  (of 
that  year)  or  wrtbiri  15  days  after  receiving  a  notice  of  classifKation  and  appraisal 
from  the  Department  of  Revenue,  whichever  is  later. 

The  county  tax  appeal  board  may,  during  its  hearings,  change  any  assessment  01  fix 
the  assessment  at  some  other-  li'vel.  If  the  board  refuses  or  fails  to  hear  a 
taxpayer's  timely  application  for  a  reduction  in  valuation  of  property,  the  taxpayer's 
applii-ation  is  consideiid  to  be  gi  anted  on  the  day  following  the  boaid's  llnal 
meeting  for  that  year . 

Any  person  01  the  Department  of  Revenue  on  behalf  of  the  state  or-  a  municipality 
aggrieved  by  tiie  .ntion  of  a  county  tax  appeal  board  has  the  r  ight  to  appeal  to  the 
State  Tax  Appeal  Uoaid. 


Slate  Tax  Appeal  Board 

Tlio  SlaU-  Tax  Appc-al  IJoatd  (STAIJ)  is  composed  ol  Ihree  members  appoinled  by  the 
Ciovornoi  with  llie  advice  and  consent  of  the  Senate.  Each  member  holds  orTice  fof 
a  t)-yeat  tei  m;  the  Coveinor  designates  (he  chaiiman.  'I'hc  STAB  is  statutorily 
requned  to  be  in  session  and  open  for  the  transaction  ol'  business  eveiy  day  except 
Saturdays,  Sundays,  and  legal  holidays. 

Section  \r,-2-2()\,  MCA,  outlines  the  powers  and  duties  of  the  STAB.  The  board  has 
the  duty  to: 

(1)  prescribe  rules  for  the  tax  appeal  boards  of  the  different  counties 
and  may  schedule  meetings  o(  county  tax  appeal  boards; 

(2)  hear-  appeals  from  decisions  of  county  tax  appeal  boards;  and 

(15)  hear  appeals  from  decisions  o(  the  Department  of  Revenue  in  regard 
to  business  licenses,  properly  assessments,  taxes,  and  penalties. 
Section  \f^-2-2U\,  MCA,  also  provides  that  the  STAB  shall  have  the 
duties  of  an  appeal  board  relatrng  U)  such  other-  rTiatters  as  may  be 
pr-ovided  by  law. 

Any  of  the  eligible  appellants  aggiieved  by  an  action  of  a  county  tax  appeal  board 
may  appeal  U)  the  STAB  by  filing  a  notice  ol  appeal  with  the  county  tax  appeal 
board  and  a  duplicate  thereof  wrlh  the  STAB  wrthin  20  calendar  days  after  the 
receipt  of  the  decision  of  the  county  board.  'I'he  S'I'AB  must  set  a  hearing  for  any 
such  appeal  and  give  at  least  IT)  calendar  days'  notice  of  the  time  and  place  of  such 
hearrng.  Section  1  r)-2-:)0 1  (4),  MCA,  pr-ovides  that  in  any  appeal  from  a  county  tax 
appeal  board  decision,  the  state  board  is  not  bound  by  common  law,  statutory  rules 
of  evidence,  or  rules  of  discovery.  The  STAB  may  affirm,  reverse,  or  modify  any 
county  board  decision.  The  decision  of  STAB  is  final  and  binding  upon  all 
interested  parties  unless  it  is  reversed  or  modified  by  judicial  review. 

Section  15-2-:j02,  MCA,  provides  that  a  person  may  appeal  to  the  STAB  any  action 
of  the  Department  of  Ixevenue  involving  specific  tax  laws.  The  appeal  must  be 
made  by  filing  a  complaint  with  the  STAB  within  30  days  following  receipt  of  notice 
of  .my  action  by  the  dcparttnenl.  The  department  is  retiuired  to  file  a  response  to 
the  complaint  wrthin  :>()  days.  The  STAB  is  required  thereafter-  to  hear  the  par  ties 
in  accordance  with  the  contested  case  provisions  of  the  Montana  Adr-ninistrative 
Pr-()cedure  Act. 


Other  Matters  Concerning  STAB  and  County  Boards 

After  a  proceeding  has  commenced  before  the  STAB  but  before  arguments  have  been 
heard,  the  parties  to  the  proceeding  may  petition  the  district  court  to  make  an 
interlocutory  adjudication.  The  petition  for  such  adjudication  must  be  signed  by 
each  party  to  the  procuedint;.  The  court  may  giant  such  a  petition  if  it  appears 
that  the  issues  presented  involve  the  interpiotalion  of  a  constitutional  provision, 
statute,  or  regulation,  and  do  not  require  lu-ai  ing  the  evidence  to  be  resolved.  The 
court  can  also  consider  wliclhei  the  gianting  of  such  a  petition  would  expedite  the 
adjudication  of  the  e-ontroveisy.  (Until  l'.)81  this  procedure  was  also  available  in 
protests  before  county  lax  appeal  boards;  liowe\er,  in  19SI  the  47th  Legislatuie 
repealed  sections  I  5- 1  T,- lOf)  and  1')- 15- 10(1.) 

The  n)81  Legislature  also  specifically  provided  that  the  STAH  may  order  a  refund  U) 
the  taxpayer  of  taxes  paid  under  protest.  Any  STAB  judgment  regarding  a  refund 
must  be  held  in  abeyance  until  tune  for  appeal  has  passed  or  until  the  decision  has 
been  appealed  to  district  court. 

Finally,  any  party  to  an  appeal  before  STAB  aggrieved  by  a  final  decision  of  th(> 
board  is  entitled  to  judicial  review.  Such  review  must  be  institut4xl  by  filing  a 
petition  in  district  court  in  the  county  wherein  the  taxable  property  or  some 
portion  thereof  is  located.  The  party  to  such  a  petition  must  also  serve  a  copy  of 
the  petition  on  STAB  within  60  days  after  rendering  of  the  final  decision  by  the 
board,  or  if  a  rehearing  is  requested,  within  (it)  days  aftc-i  the  decision  on  that 
rehearing. 

HOUSE  BILL  NO.  704:    49TH  LKGlSlJ\'riVK  SESSION 

Situation  and  Purpose 

As  stated  in  the  discussion  of  the  legal  provisions  regarding  protested  taxes,  any 
taxpayer  may  protest  the  assessment  of  his  property.  The  protest  of  an  assessment 
may  involve  either  ihe  property's  classificalion  or  valuation.  Either  issue  may  be 
resolved  through  the  administrative  process  or  I  he  judicial  process,  or  both. 


Durmg  Llio  l'.)H5  logi-slalivi.'  .session,  HB  704  was  passed  and  appioved  as  a  means  of 
addressing  pioblems  caused  by  protested  taxes.  In  very  simple  terms,  the  bill  allows 
a  county,  municipality,  or  school  district  to  have  its  taxable  valuation  reduced  by 
the  amount  (of  valuation)  protested,  but  only  if  such  protestt'd  \aiiiation  is  5%  or 
more  of  the  lespeclivo  jurisdiction's  taxable  valuation,  and  the  county 
commissioners,  by  resolution,  request  the  Department  of  Revenue  by  July  15  to 
adjust  the  certified  taxable  value. 

With  the  provisions  of  HB  704  applied,  any  county  having  the  Department  of 
Ivevenue  reduce  the  county's  certified  taxable  valuation  should  better  be  able  to 
avoid  the  situation  where  the  adopted  mill  levy  will  not  provide  sufficient  revenue 
when  taxes  paid  under  protest  are  .set  aside. 

With  respect  to  such  protests,  juiisdiction-by-jurisdiction  situations  may  vary,  but 
most  cause  some  degree  of  public  finance  problem.  Some  of  these  finance  problems 
were  brought  to  the  attention  of  the  lOHS  Legislature.  According  to  testimony 
presented  before  the  Senate  and  House  Taxation  Committees  during  the  1985 
legislative  session,  many  local  governments  and  schools  suffer  cash  shortfalls  due  to 
taxes  paid  under  protest.  The  shortfalls  result  from  the  situation  where  mill  levies 
are  set  based  upon  a  taxable  value  that  includes  property  that  is  the  subject  of  a 
protest.    Section  1 5- 1 -402(t;),  MCA,  requires  that: 


All  portions  of  taxes  and  license  fees  paid  under  protest  to  a  county  or 
municipality  shall  be  deposited  by  the  treasurer  of  the  county  or 
municipality  to  the  credit  of  a  special  fund  to  be  designated  as  a  piot^^st 
fund  and  shall  be  invested  in  int<.'rest-bearing  deposits  in  local  banks  or 
savings  and  loan  as.sociations  and  retained  in  such  protest  fund  until  the 
final  det<.^rmination  of  any  action  oi  suit  to  recover  the  same. 

Robert  L.  Laumeyer,  Superintendent  of  Boulder,  Montana  public  .schools,  outlined  the 
situation    in    some    taxing    jurisdictions    in    testimony    given    U)    the    Senate    Taxation 


Jefferson  High  has  about  ten  million  taxable  value,  of  this  three  million  is 
protested.  If  the  voters  at  the  special  levy  election  approve  the  $275,000 
special  levy  and  if  H.B.  704  becomes  law,  the  $275,000  will  be  divided  by 
the  seven  million  and  a  levy  of  about  :\'.)  mills  will  be  levied  against  aU 
property  in  the  High  School  District  No.  1.  Those  people  paying  their 
taxes  under  protest  will  pay  the  same  mill  levy  as  everyone  else. 


$275,000  will  be  raised  by  the  school  district  and  $1  17,000  would  be  raised 
in   the   protestt>d  fund.     If  the  protest  fails,  the  $117,000  would  then  be 
used    to    reduce    the   next   years    mill    levy,   as   we    presently    use   surplus 
funds. 

If  H.IJ.  704  does  not  become  law,  the  $27.''>,000  approved  by  the  votei  will 
not  become  available  to  the  school  because  the  mill  levy  will  be  set  by 
dividing  the  $275,000  by  10,000,000  and  a  mill  levy  of  27  1/2  mills  will  be 
established,  this  will  mean  thai  $192,500  will  be  raised  as  a  spendable 
amount  for  High  School  District  No.  1.  The  other  $H2,500  will  be  held  in 
the  pioteslecl  fund. 

House  Biii  No.  704  Implementation 

Since  July  I,  I'.tST),  the  effective  dale  of  House  Bill  No.  704,  Montana's  cities, 
counties,  and  school  districts  have  been  authorized  U)  have  the  Department  of 
Revenue  adjust  their  respective  taxable  values  by  eliminating  the  value  of  properties 
that  are  the  subject  of  a  protest  as  of  the  first  Monday  of  August.  This 
adjustment  may  be  made  only  if  the  value  of  property  protested  in  the  jurisdiction 
is  at  least  5%  of  tin-  jurisdiction's  taxable  value,  and  if  the  Board  of  County 
Commissioners  adopts  a  resolution  by  July  15  approving  the  adjustment. 

As  of  July  15,  I0K5,  the  Department  of  lievenue  had  leceived  notification  from  three 
counties  that  such  a  resolution  had  been  adopted.  'I'he  three  counties  were  Daniels, 
Jefferson,  and  Yellowstone. 

In  implementing  the  provisions  of  HI]  704,  the  department  first  found,  in  Daniels 
County,  that  the  property  that  was  the  subject  of  a  protest  on  August  5  (the  first 
Monday  in  August)  did  not  meet  the  5%  threshold.  Consequently,  Daniels  County 
was  not  eligible  for  the  adjustment. 

Jefferson  County,  after  first  adopting  a  resolution  requesting  the  adjustment  of  the 
county's  taxable  value,  rescinded  the  resolution  on  August  19.  The  department, 
therefore,  responded  by  certifying  the  taxable  valuation  of  the  county  to  include  aM 
taxable  property  in  tlu'  county,  including  property  thai  was  the  subject  of  a  prot^\st 
on  August  5. 


from  Robert  I.,.  Laumeyer 
to  Senatoi  Tom  To  we.  Chairman,  Senate  'faxation  (.'oniiniiU'e.  March  20,  1985, 
Montana  lA'gislative  Council  Library. 


The  remaining  county  l"  adopt  the  necessaiy  resolution,  Yehowslx)ne,  adopted  it  foi- 
the  puipose  oC  allowitif,'  scliool  districts  within  the  county  U)  have  theii-  valuations 
adjusU>d,  provided  Ihc  r,"/„  prot^'st  criterion  was  met  within  the  school's  jurisdiction. 
Initially,  Hve  school  distiicts  within  Yellowstone  County  notified  the  Board  of 
County  Commissioners  in  Yellowstone  ('ounty  and  the  department.  Those  five 
districts  were  Shepherd  #:i7,  Laurel  #7,  and  Laurel  #7-70,  Worden  #24,  and 
Broadview  #21.J.  Following  the  initial  notification,  two  other  districts,  Custer  #15 
and  Billings  Elementary  #23,  requested  the  adjustment.  This  was  followed  by 
notification  that  the  Laurel  disliicls  had  reconsidered  their  initial  action  and 
requested  that  no  adjustment  be  made. 

(Although  th<'  resolution  adopted  July  1.5  by  the  Yellowstone  County  Commissioners 
stated  that  "any  other  requests  not  yet  received  will  receive  blanket  approval  by 
today's  action",  the  provisions  of  HB  704  clearly  state  that  notification  must  be 
received  by  ,luly  15.  The  department,  therefore,  may  adjust  the  taxable  valuations 
only  in  the  school  districts  having  submitted  the  notification  on  time.) 

An  analysis  of  the  data  showed  that  only  Broadview  #21,  both  elementary  and  high 
school  districts,  met  the  5%  protest  threshold.  (Shepherd  elementary  also  appears 
to  have  met  the  thieshold,  but  Sylvia  Parman  in  the  Yellowstone  County 
Superintendent  of  Schools  office  reported  that  only  the  Broadview  districts' 
valuations  would  be  adjusted.) 

Conspicuously  absent  froin  the  list  was  Jefferson  County  whose  local  elected 
officials  offeied  some  of  the  most  vocal  testimony  in  favoi  of  the  bill  during 
legislative'  hearings. 

Interestingly,  the  Jefferson  County  Board  of  Commissioners  had  adopted  a  resolution 
in  July  authorizing  and  requesting  the  adjustment  for  protests.  However,  shortly 
before  the  levies  weie  to  be  certified,  the  commissioners  rescinded  the  resolution 
and  included  protested  valuation  in  the  county's  taxable  value. 

Doug  Schmitz,  Board  Chairman,  explained  that  the  board  had  initially  supported  the 
idea  of  adjusting  the  county's  taxable  value  for  the  protests,  but  two  problems  were 
identified  after  development  of  the  budget  began. 


The    ("irst    problem    was    ihal    the    county's    taxable    value    alter    adjustment    would 
dedine  from  $17.4  million  to  about  $i;i.;5  million,      if  that  adjustment  was  made,  the 
1985  taxable  value  of  $\',i.'A  million  would  be  some  $2  million  less  than  the   1984 
ta.xable  value.     Mr.  Schmitz  said  that  because  JefTcrson  County  is  currently  at  the 
maximum    levies    allowed,    there    was    not    sufTicient    flexibility    to    allow    for    the 
adjustment  for  protests. 

'fhe  second  problem  thai  arose  stemmed  from  several  disenchanted  Jefferson  County 
taxpayers  who  informed  the  commissioners  that  if  a  resolution  allowing  the 
adjustment  for  protests  was  implemented,  several  taxpayers  with  substantial  property 
holdings  in  the  county  would  protest  100%  of  their  valuations,  thus  tying  up  several 
additional  millions  of  dollais  in  taxable  value. 

According  U)  Mr.  Sclunit/.,  the  commi.ssioners  fell  that  it  was  in  the  best  interest  of 
the  county  to  simply  struggk'  through  one  more  year  of  known  protests  than  to  risk 
the  potential  loss  of  the  several  additional  millions  in  taxable  value.  He  said  the 
possible  if  not  likely  lesult  of  such  grossly  insufficient  revenue.s  would  be  critical 
reductions  in  county  and  possibly  school  pcMsonnc-l. 

1985  marked  only  the  first  year  thai  the  provisions  of  HIJ  704  were  available  to 
Montana's  local  taxing  jurisdictions.  The  preliminary  evidence  indicated  that  of 
Montana's  7:14  potiMitially  eligible  local  taxing  entities  -  SO  counties,  127 
incorporated  cities  and  t<)wns,  and  5.51  school  disliicts  -  only  two  school  districts, 
in  Broadview,  took  advantage  of  the  bill's  provisions.  Perhaps  due  to  the  July  1 
effective  dat*;  of  ihe  bill  and  the  August  deadline  for  setting  levies,  local 
governments  simply  had  insulHcient  lime  U)  analy/.c  the  bill's  implications. 
However,  in  19H()  no  taxing  jurisdictions  chose  to  use  the  provisions  of  H13  704. 
With  the  sp(,"cler  of  piotesLed  taxes  remaining  undimmished,  it  would  appear  that 
the  option  provided  by  HB  704  does  not  provide  a  salisfact/)ry  solution  to  local 
governments  for  taxes  paid  under  protest. 


Susan  Miller,  Jefferson  ("ounly  Tieasurei,  estimalA'd  that  the  amount  of 
protested  value  for  1985  would  be  about  $4.1  million.  Additionally,  the  county  had 
over  $1,662,000  (for  1979  through  1984)  in  protested  taxes  -  not  value  -  sitting  in 
the  special  fund  foi  protests. 


ClIAPTKRTWO 

sp:nate  joint  rksolution  no.  u 
issue  one:  payment  ok  property  taxes 

Senate  Joint  Resolution  No.  14  (SJK  14),  adopted  by  the  49th  Montana  Legislature, 
assigned  the  Revenue  Oversight  Committee  the  task  of  studyinfj;  two  issues  related 
to  property  taxes. 

riist,  the  resolution  requested  a  study  of  Montana's  property  tax  payment 
piocodures,  espeeially  those  requiring  semiannual  payment.  This  part  of  the 
resolution  also  invited  study  into  "other  payment  procedures  that  may  be  adopted  as 
an  option  by  the  tax  collecting  jurisdiction". 

Second,  the  resolution  requested  a  study  of  Montana's  prcR-edures  lor-  the  sale  of 
property  for  delinquent  taxes.  This  element  of  the  project  called  for-  the  study  and 
establishment  of  "uniform  and  equitable  procedures  and  safeguards  for  the  sale  of 
real  and  personal  property  for-  taxes". 

Montana's  property  tax  payment  procedures,  the  first  topic  of  the  S,JR  14  study,  is 
the  tx)pic  of  this  chapter.  The  Inst  section  of  the  chapter-  is  a  binef  description  of 
the  property  tax  payment  procedure.  The  second  section  summarizes  data  from  a 
sur  vey  taken  of  Montana's  f>6  county  treasurers.  A  small  ar-nount  was  learned  from 
representatives  of  Montana's  taxpayers,  and  that  inforination  is  included  in  the  final 
par  t  of  the  chapter . 

MONTANA'S  SEMIANNUAL  PAYMENT  PROCESS 

The  payment  process  is,  of  course,  preceded  by  the  assessment  and  budget  process. 
However,  because  the  resolution  is  focused  on  the  payment  schedule,  the  lemaindei- 
of  this  chapter  focuses  on  the  schedule  as  well. 

One  distinction  must  be  noted  at  this  point:     the  property  tax  payment  schedule  is 


diCCerenL  W 

\n  NovembcM  and  May.  For  some  types  of  properly,  especially  personal  property, 
the  payment  schedule  is  ;U)  days  following  receipt  of  the  notice.  While  this 
distinction  is  not  mentioned  in  S.IR  14,  it  is  an  important  one,  as  shown  by  the 
county  treasurers'  comments. 

Alter  levies  are  linally  set  and  a  tax  roll  has  been  prepared  by  the  county  assessor, 
mosl  county  treasurers  send  out  tax  notices  listing  the  various  mill  levies  and 
amount  ol'  lax  due  for  each  levy.  Tax  notices  are  typically  sent  November  I.  I'he 
taxes  due  as  listed  in  the  notice  are  payable  in  two  installments,  with  one-half  of 
the  tax  due  on  or  before  November  .SO,  and  the  other  half  due  on  or  before  May  .'51. 
If  the  tax  is  not  paid  when  due  it  is  considered  to  be  delinquent  and  subject  to  the 
collection  process. 

SKMIANNUAL  PAYMENTS:   THE  COUNTY  TREASUREIIS'  PERSPECTIVE 

S.)ll  N  stales  that  semiannual  installments  of  property  taxes  are  "a  burden  to 
certain  classes  of  property  taxpayers".  The  resolution  also  implies  that  Montana's 
county  treasurers  are  knowledgeable  about  the  burden  creat^'d  by  the  semiannual 
payment  schedule  and  requests  cooperation  between  the  Revenue  Oversight 
Committee  and  local  government  representatives. 

Based  on  the  statements  and  implications  contained  in  StIR  14,  a  survey  was  sent  to 
each  of  Montana's  CAy  county  treasurers.  (See  Appendix  A.)  Fifty-one  of  the 
surveys  were  returned,  a  response  rate  of  !tl%. 

Interestingly,  the  responses  indicaU;  that  H'  the  semiannual  payment  schedule  creates 
an  undue  burden  at  all,  the  problem  is  not  severe  by  any  me. ins  and  perhaps  not 
really  a  problem.  The  following  is  an  overview  of  the  responses  to  survey  questions 
centering  on  the  semiannual  payment  .schedule. 


As  used  aljove,  "most  property"  includes  all  property  in  class  four ,  the  gross 
proceeds  of  metal  mines,  and  the  net  proceeds  of  miscellaneous  mines  and  oil  and 
natural  gas  wells.  Personal  property  is  found  in  all  classes  except  class  four;  the 
payment  dales  vary  on  personalty  according  to  the  specific  type  of  property. 
Taxpayers  may  make  payment  in  full  at  any  time  prior  to  May  31.  Partial  payment, 
except  first-half  and  second-half  payments  as  prescribed  statutorily,  is  not  permitted. 


Quostion  1:  Which  classes  of  taxpayt-is  are  negatively  alTected  by 
the  semiannual  payment  of  property  taxes?  (A  list  and  description  of 
Montana's  12  pi-operty  classes  jfor  19851  was  provided.) 


Of  th 


-  je  f)]  respondents  to  the  survey,  14  (27%)  did  not  respond  to  (his  question;  9 
(18'/()  did  not  know  which  classes  were  negatively  affected;  and  19  {'.17%)  indicated 
that  none  of  the  classes  were  negatively  al'fectt>d. 

Of  the  remaining  lespondents,  nine  dH'/o)  indicated  that  some  Class  Eight  property 
owners  were  negatively  affected,  and  five  (10%)  thought  Class  Six  property  owners 
were  negatively  alT'ected.  However,  Class  Eight  property  and  Class  Six  property  is 
personal  property;  the  taxes  on  most  personal  property  is  not  paid  in  two 
installments,  but  in  one  payment  30  days  after  leceipt  of  the  tax  notice. 

Question  2:  In  youi'  county,  do  taxpayers  in  any  of  the  following 
categories  have  difficulty  making  semiannual  tax  payments?  (Categories 
were:  homeowners;  main  street  businesses;  industrial  property  owners; 
farmers  and  ranchers;  timber  people;  utilities;  and  other.) 

'I'his  question  was  somewhat  of  a  rephrasing  of  the  first  question.  In  more 
conversational  terms,  it  asked  which  taxpayers  were  negatively  affected  by 
semiannual  payments.  The  treasurers  were  asked  to  list  all  of  the  taxpayer  classes 
that  had  dilFiculty,  allowing  for  more  than  one  answei'. 

'fwenty-thiee   (45%)  of  the   survey   respondents   did   not  answer   this  question,   and 
eight  ( !()%)  indicated  that  none  of  the  classes  of  taxpayers  were  negatively  affected, 
'file  data  in  Table    1   show  how  the  provisions  of  HB  704  would  have  afTected  five 
communities'  schools  in  Yellowstone  County. 

Of  those  respondents  indicating  that  some  classes  had  difficulty  with  semiannual 
payments,  eight  (  H)%)  listed  homeowners;  12  (24%)  listed  main  street  businesses;  and 
14  (27%)  listed  farmers  and  ranchers. 

Several  of  the  respondents  noted  that  dilficulties  experienced  by  main  street 
businesses  and  farmers  and  ranchers  resulted  from  personal  property  taxes,  taxes 
usually  paid  in  one  payment  and  not  semiannually. 


Question  3:  Which  property  tax  payment  schedule  would  be  the  best 
for  you  as  a  county  treasurer? 

This  question  was  asked  because  the  resolution  requests  that  the  study  examine 
what  "other  payment  procedures  may  be  adopt-ed  as  an  option  by  the  tax  collecting 
jurisdiction". 

Thirty-nine  (76%)  of  the  survey  respondents  indicated  that  semiannual  payments 
work  the  best  lor  county  tieasurers.  Another  eight  survey  respondents  did  not 
answer  Question  No.  .'i.  Of  the  remaining  six  r-esponses,  two  listed  annual  payments 
as  best,  one  listed  quartt-ily,  two  listed  "other",  and  one  did  not  know  which 
schedule  would  work  the  best. 

Question  5:  Which  property  tax  payment  schedule  would  be  the  most 
likely  to  minimize  the  number  oC  tax  delinquencies? 

This  question  was  asked  because  there  is  an  implication  in  the  resolution  that  the 
semiannual  payment  schedule  is  (at  least  partially)  responsible  for  delinquent  taxes. 

Much  like  the  responses  to  Question  No.  3,  lU  (61%)  of  the  treasurers  responding 
indicated  that  semiannual  payments  were  most  likely  to  minimize  Lax  delinquencies. 
Another  10  respondents  (20%)  did  not  answer-  Question  No.  5,  and  seven  respondents 
did  not  know  which  payment  schedule  would  most  likely  minimize  tax  delinquencies. 
One  respondent  listed  annual  payments  and  three  listed  quarterly  payments  as  the 
schedules  most  likely  U)  minimize  delinquencies. 

Question  7:  Which  pr  operty  tax  payment  schedule  would  produce  the 
fewest  delinquencies  and  the  gieat«st  efficiency  in  the  county  treasurer's 
ofTice? 

This  question  was  asked  because  some  degree  of  pr  aginatism  must  be  interjected 
when  analyzing  the  "what  if"  questions  posed  in  (Questions  No.  li  and  f). 
Recognizing  that  the  best  schedule  for  the  collectors  may  not  be  the  best  for-  the 
taxpayers,  sorTie  balance  must  be  a  goal. 


'rhiily-two  ((];{';;)  ol  tin-  survey  rospondcnls  indicaU'd  that  semiannual  payments 
would  provide  the  best  sihedulo  for  taxpayers  and  county  treasurers.  For  some 
reason,  13  respondents  (25%)  chose  not  to  answer  Question  No.  7.  Of  the  remaining 
respondents,  two  thought  annual  payments  would  work  the  best;  three  list«d 
quarterly  payments;  two  did  not  know  which  schedule  would  work  the  best;  and  one 
listed  "other". 

SUMMARY  OF  SURVEY  RESPONSES 

Sevenly-si.x  percent  of  the  responding  county  treasurers  indicated  that  semiannual 
payments  pi'ovide  the  best  payment  schedule  for-  treasurers;  61%  felt  that  a 
semiannual  schedule  also  works  best  for-  taxpayers.  When  the  efTrciency  aspects  of 
the  treasurers'  olTrces  and  delinquencies  are  considered  together,  i)'A%  of  Montana's 
county  treasurers  indicated  thai  semiannual  payments  would  work  the  best. 

l-'ighty-lwo  percent  of  the  treasuieis  responding  t«  the  survey  fell  into  one  of  thr-ee 
catA.'goiies:  (1)  they  felt  that  no  class  of  taxpayers  is  negatively  affected  by  the 
semiannual  payment  schedule;  (2)  they  did  not  know  which  class(es)  are  negatively 
alTected;  or  (3)  they  did  not  respond  to  the  question.  Conversely,  only  9  of  the  51 
respondents  recognize  any  negative  effects  of  the  payment  schedule. 

At  least  from  the  county  treasurers'  perspective,  the  broad  consensus  is  that  there 
is  no  problem  with  semiannual  payments  of  proper  ty  taxes. 

FURTHER  NOTES  REGARDING  THE  TREASURERS 

At  the  Montana  County  Treasurers'  Association's  annual  meeting  in  Lewistown  in 
September  of  1985,  the  treasurers  indicated  that  if  something  were  to  be  done  with 
the  payment  schedule,  the  place  to  look  was  at  business  personal  property.  The 
current  payment  schedule  requires  businesses,  whether  owning  real  property  or  not, 
U)  pay  the  tax  due  on  personal  property  within  30  days  of  receipt  of  the  tax  notice. 

The  treasurers  further  recommended  that  if  a  semiannual  payment  schedule  was 
adopted  for-  personal  property  that  specific  dates  be  adopted  as  due  dates;  most 
treasurers  recommended  April  30  and  September  30. 


In  addilion  U)  the  suggestion  ol  semiannual  payments  on  personalty,  several 
treasurers  cautioned  that  semiannual  payments  could  lead  to  substantial  problems 
with  delinquencies.  The  potential  problems  with  personal  property  delinquencies  are 
perhaps  moie  soveie  than  with  realty  because  of  the  mobility  or  transportability  of 
most  personal  propeity.  Therefore,  special  attention  would  have  tt>  be  given  to 
delinquency  dalvs  and  collection  provisions. 

Othoi'  suggestions  from  the  county  treasurers  included:  (1)  a  state  statutory 
requirement  should  be  enacted  that  delinquent  taxpayers'  names  be  published  in 
local  newspapers;  and  (2)  that  the  interest  late  on  delinquencies  be  raised. 

With  respect  to  the  publishing  requirement,  the  treasuiers  recognized  that  such 
action  could  cause  embai"rassment  for  some  taxpayers,  but  for  others  it  would 
provide  an  informal  notice  that  taxes  weiv  delinquent. 

Regarding  higher  in(A.>rest  rates  on  delinquencies,  most  of  the  treasurers  suggested  a 
12%  rate  on  the  basis  that  .some  taxpayers  are  investing  at  rates  of  return  that  are 
higher  than  Iht-  i  ate  charged  for  delinquencies. 

Appendix  13  contains  comments  gleaned  from  surveys  returned  by  the  treasurers. 

EFFORTS  TO  GET  THE  TAXPAYERS'  PERSPECTIVE 

In  an  attempt  U)  get  some  input  from  the  rarely  heard-  from  taxpayers,  letters  were 
sent  to  the  Montana  Taxpayers'  Association,  the  Montana  Chamber  of  Commerce, 
and  the  Montana  Bankers'  Association.  The  letU-rs  specrfically  requested  comments 
regarding  semiannual  properly  tax  payments  and,  in  general,  Montana's  property  tax 
payment  schedule. 

Dennis  Bur  r ,  r esponding  on  behalf  of  the  Montana  Taxpayers'  Association,  said  that 
the  Association  did  not  really  see  any  problems  with  semiannual  payment  of  real 


Council,  OcU)ber  29,  198r). 


JanL-llc  Fallan,  Montana  (^hainboi  of  Cornmci  iv,  responded  that  she  was  not  aware  of 
any  piobloms  with  semiannual  payments  on  real  estate.  The  Montana  Chamber  did, 
nevertheless,  poll  its  nienibers  on  the  issue.' 

The  Montana  Bankers'  Association  was  also  conlacled  (at  the  suggestion  of  the 
Montana  County  Treasurers'  Association)  because  of  the  relationship  between  banks 

jropeity  taxes.       As  of  November  1,  the 
(In  fact,  no  response  was  ever  received 
from  the  MHA.) 

SUMMARY 

The  questions  raised  in  S.)R  14  regarding  Montana  practices  of  semiannual  property 
tax  payments  have  been  addressed,  at  least  in  part,  by  Montana's  county  treasurers. 
The  indication  is  that  the  county  treasurers  feel  that  semrannual  payment  of  real 
estate  taxes  works,  period.  As  collectors  of  property  taxes,  they  feel  that 
semiannual  payments  allow  sulHcient  Hexibility  to  the  taxpayer-  and  enough 
efficiency  in  the  treasurer 's  office  that  the  system  should  remain  as  it  is. 

The  treasurers  also  indicated  that  a  change  to  semiannual  payment  of  taxes  on 
personal  property  could  effect  more  equity  in  the  property  tax  system.  This 
suggestion  is  closely  followed,  however-,  with  a  caution  that  semiannual  payments 
and  the  mobilrty  or  transportability  of  personal  properly,  considered  t^)gether,  could 
result  in  pr-oblems  of  increased  delinquencies  and  subsequent  loss  of  anticipated 
revenues. 

Montana's  taxpayers  have  hardly  been  heard  from  on  the  issue  of  semiannual 
property  tax  payments.  If  the  Montana  IJankeis'  Association  and  the  Montana 
Taxpayers'  Association  are  repiesentatrve  of  Montana's  taxpayers,  there  is  certainly 
no   gr-oundswell    for-   change.      If  the   associations   are    not   representative,    taxpayer 


1985. 

A  follow-up  telephone  call  was  made  to  John  Cadby  on  October  29,    1985. 
Mr .  Cadby  was  out  of  the  office. 


sontiment  is  slill  unknown  and  perhaps  unknowable.     Neveitholess,  a  clamoring  Cor 
change  is  still  unheard. 


APPKNUIX  A 

COUNTY  TREASURER'S  SURVEY 

(51  responses  leUiined) 

1.  The  resolution  states  that  property  tax  payments  made  in  two 
installments  are  a  burden  to  certain  classes  of  property  taxpayers. 
The  assumption  is  that  the  burden  is  caused  by  the  semiannual 
payments  and  not  by  the  level  of  taxation.  In  your  county,  which 
class (es)  of  taxpayers  are  negatively  affected  by  the  semiannual 
payment  of  property  taxes?  (Rank  from  1  to  12  with  1  being  most 
negatively  affected.) 

Rank 

Class  One  (15-6-131;  Mines  net  proceeds) 
Class  Two  (15-6-132;  Metal  and  coal  mines) 
Class  Three  (15-6-133;  Agricultural  lands) 
Class  Four  (15-6-134  Residential/Commercial) 
Class  Five  (15-6-135;  Coops;  new  industrial) 
Class  Six  (15-6-136;  livestock/farm  produce) 
Class  Seven  (15-6-137;  Some  rural  coops) 
Class  Eight  (15-6-138;  personal  property) 
Class  Nine  (15-6-139;  buses/trucks/personal) 
Class  Ten  (15-6-140;  ore  haulers/big  trucks) 
Class  Eleven  (15-6-141;  utilities) 
Class  Twelve  (15-6-142;  mobile  homes) 
None  are  negatively  affected 
All  are  negatively  affected 
Don ' t  know 
Respondent  did  not  answer  this  question 

2.  In  your  county,  do  taxpayers  in  any  of  the  following  categories 
have  difficulty  making  semiannual  tax  payments?  (Check  all  that 
apply. ) 


Unranked 

1 

b. 

c. 

3.1 

d. 

1.3 

e. 

5 

f . 

2.4 

g- 

h. 

1.2.6 

i. 

1 

j. 

k. 

7 

1. 

4 

m. 

19 

n. 

1 

o. 

9 

14 

Res 

a. 

9 

Homeowners 

b. 

12 

Main  Street  business  people 

c. 

1 

Industrial  property  owners 

d. 

ii_ 

Farmers  and  ranchers 

e. 

2 

Timber  people 

f . 

Utilities 

q. 

8 

Other  (specify) 

None 

23   Respondent  did  not  answer  this  question 


3.  Assuming  that  property  taxes  will  continue  for  the  foreseeable 
future,  which  property  tax  payment  schedule  would  be  the  best  for 
you  as  a  county  treasurer?   (Check  one  only.) 


a. 

2 

Annual 

b. 

39 

Semiannual 

c. 

1 

Quarterly 

d. 

Monthly 

e. 

2 

Other  (specify) 

d. 

Don • t  know 

8   Respondent  did  not  answer  this  question 

Why  would  the  payment  schedule  you  checked  in  Question 
be  best  for  you?   


See  Appendix  B  for  conwnents 


5.  In  your  opinion,  which  property  tax  payment  schedule  would  be 
the  most  likely  to  minimize  the  number  of  tax  delinquencies?  (Again, 
assume  property  taxes  will  continue.) 

Annual  payment 
Semiannual  payment 
Quarterly  payment 
Monthly  payment 

Other   (specify) 

Don't  know 

Respondent  did  not  answer  this  question 

6.  Why  would  the  payment  schedule  you  checked  in  Question  5 
minimize  the  number  of  tax  delinquencies?   


a. 

1 

b. 

31 

c. 

_3^ 

d. 

e. 

f . 

7 

10 

See   Appendix  B   for  comments 
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7.  In  your  opinion,  which  property  tax  payment  schedule  would 
produce  the  fewest  delinquencies  and  the  greatest  efficiency  in  the 
county  treasurer's  office? 

a.  2-  Annual  payment 

b.  32   Semiannual  payment 

c.  3_  Quarterly  payment 

d.  Monthly  payment 

e.  l_     Other   (specify)  business  personalty  in  2. payments 

f  .  2_  Don '  t  know 

13   Respondent  did  not  answer  this  question 

8.  Which  of  the  following  methods  would  work  best  as  a  new  system 
for  collecting  property  taxes?  Which  one  would  work  second  best? 
(Write  in  "1"  for  the  best,  "2"  for  the  second  best.) 

a.  Jj},.\5    Payment  by  credit  card 

b.  1,3,4  At  any  time  after  due  date,  scheduled  partial 

payments  with  interest 

c.  4_  Prepayment  of  succeeding  years'  taxes 

d.  _*_  More  stringent  penalties  or  higher  interest 

payments  on  delinquent  taxes  (*  31  ranked  as 
#1;  3  ranked  as  #2) 

e.  *»    Immediate  tax  sale  upon  delinquency  (**3  ranked 

as  »1;  8  ranked  as  #2;  1  ranked  as  #3) 
f J,  1 ,  2  Other   (specify)  

•*  See  Appendix  B  for  comments   ** 


1,1, 1  None 
10   Respondent  did  not  answer  this  question 


9.   Do  you  have  any  other  comments  regarding  semiannual  tax 
payments,  collections,  or  delinquencies?   


See  Appendix  B  for  comments  *' 


db/R0CQUEST/DW3 


APPENDCCB 

COMMENTS  FROM  CUUN'l'Y   TREASURER'S  SURVEY 
October  1985 


QUESTION  1.  THE  RESOLUTION  STATES  THAT  PROPERTY  TAX  PAYMENTS 
MADE  IN  TWO  INSTALLMENTS  ARE  A  BURDEN  TO  CERTAIN 
CLASSES  OF  PROPERTY  TAXPAYERS.  THE  ASSUMPTION  IS  THAT 
THE  iUJRDEN  IS  CAUSED  BY  THE  SEMIANNUAL  PAYMENTS  AND 
NOT  BY  THE  LEVEL  OF  TAXATION.  IN  YOUR  COUNTY,  WHICH 
CLASS(ES)  OF  TAXPAYERS  ARE  NECATIVELY  AFFECTED  BY  THE 
SEMIANNUAL  PAYMENT  OF  PROPERTY  TAXES?  (RANK  FROM  1 
'lO  \2  WITH  1  BEING  MOST  NEGATIVELY  AFFECTED.) 

All  should  pay  tlieir  (air  share  ol  the  burden.  Very  low  people  have  mentioned  a 
different  tjpe  oC  payment  schedule.    (1) 

We  are  unfamiliar  with  different  classes  of  property  taxation,  but  find  both  small 
and  larger  businesses  have  difficulty  paying  both    personal  and  real  property  taxes. 

(11) 

Class  eight  property  may  be  negatively  affected  because  the  whole  amount  is  due  in 
'M)  days;  there  is  no  definite  date  on  which  the  taxpayer  can  plan  on  receiving  his 
statement;  there  are  two  separate  payments.  (16) 

None  are  negatively  affected  except  leased  personal  property.  (20) 

The  ones  that  are  delinquent  would  be  negatively  affected,  even  though  payments 
were  made  at  different  times.    (24) 

I  believe  no  one  is  alTected  by  two  payments  as  it  gives  the  taxpayer  ample  time 
for  payment  Most  delinquent  taxes  belong  to  a  particular  gioup  of  taxpayers  and 
are  repeatedly  so.    (27) 

Ijeave  real  estate  alone  and  give  peisonal  property  (including  mobile  homes)  two 
definite  due   dates  other  than  real  estate  due  dates.  (31) 

Seasonal  work  has  an  effect  on  semiannual  payments  for  real  property  taxes.    (38) 
All  taxpayers  are  least  negatively  afTected  by  semiannual  payments.    (42) 

Ixjave  real  estate  taxes  alone.  Put  heavy  equipment  using  SM  [special  mobile]  plates 
on  personal  taxes  and  split  into  two  payments  with  definite  due  dates.    (44) 

Ix-ave  real  estate  as  it  is.  There  are  no  problems  with  personal  property  taxes  paid 
semiannually.  (I  recommend  April  and  September).  Personal  property-mobile  homes 
should  have  a  definite  due  date  just  as  real  property  does.  (45) 


QUESTION  2.  IN  YOUR  COUNTY,  DO  TAXPAYERS  IN  ANY  OF  THE  FOLLOWING 
CATEGORIES  HAVE  DrFFICUl.TY  MAKING  SEMIANNUAL  TAX 
PAYMENTS? 

Very  f'ow  would  miss  payments  no  matUjr  what  payment  schedule  is  used.    (1) 

Personal  property  taxes  cuirently  paid  in  one  installment  should  be  split  as  are  real 
property  taxes,    (fi) 

Business  property  that  is  separate  I'rom  real  property  and  is  due  in  one  payment 
within  30  days  of  notice  is  most  allected.  Our  county  allows  partial  payments  on 
personal  property,  which  mitigates  the  situation  somewhat.    (9) 

Personal  property  taxpayers  find  it  difHcult  to  make  payment  in  full  withm  '30  days 
of  receipt  of  notice.    (12) 

Semiannual  payments  are  acceptable.    (19) 

Business  people  have  difficulty  with  personal  property  tax  payments.    (20) 

Some  large  city  specials  are  at  hardship  for  city  residents  as  these  are  made  with 
first  payment.    (24) 

St>me  large  town  and  city  specials  have  exhibited  difllculty.    (27) 

Non-real  property  business  people  have  difficulty  in  making  semiannual  tax 
payments.  (38) 

Farmers  and  ranchers  have  difficulty  in   meeting  personal  property  tax   payments. 

(40) 

Faimers  and  ranchers  with  large  personal  property  tax  payments  have  difficulty  as 

well  as  other  personal  property  taxpayers.  (49) 

Land  developers  have  difficulty  with  semiannual  tax  payments,  (f)!) 


QUESTION  3.  ASSinVIING  THAT  PROPERTY  TAXEi;  WILLCONTINUE  FOR  THE 
FORESEEABLE  FUTURE,  WHICH  PROPERTY  TAX  PAYMENT 
SCHEDULE  WOULD  BE  THE  BEST  FOR  YOU  AS  A  COUNTY 
TREASURER? 

I'ayment   schedules  should  remain  as  they  are  with  the  exception  of  mobile  homes, 
which   could   be   due    at   the   end   of  December   instead   of  September   of  each   year. 

(27) 

Schedule  payments  should  be  semiannual  I'oi  all  property  taxes.    (38) 

Each    half   should    be    due    within    30   days   of   receipt   of   the    statement   with    the 
exception  of  businesses  which  should  be  allowed  60  days.    (51) 


QUESTION  4.   WHY   WOULD  THK  PAYMI^NT  SCHEDULE  YOU  CHECKED  IN 
(JUKSriON  THREE  BE  BEST  FOR  YOU? 

Semiannual  puymunla  allow  for  betUjr  budgeting  and  investments,  as  well  as  for 
district  schools.  Additionally,  we  have  developed  staffrng  patterns  U)  anticipate 
peak  tax  periods.    (1) 

To  change  to  quarterly  or  monthly  tax  payments  would  entail  considerable  expense 
for  billing,  penalty  and  interest  programs,  increased  staff.  (2) 

Semiannual  payments  aie  most  convenient  lbi-  all  concerned.    (4) 

The  present  payment  schedule  is  suitable.    (7) 

The  computer  system  we  use  now  is  compatible  with  semiannual  payment  schedules. 

(8) 

Quarterly  payments  would  improve  cash  flow  when  reserves  are  small.  Our 
delinquency  late  is  not  overwhelming  and  is  due  to  economic  conditions  rather  than 
payment  schedules.  Personal  property  tax  payment  schedules  should  be  studied  since 
they  are  the  most  difficult  to  collect.   (10) 

Payment  schedules  more  frequent  than  semiannually  would  facility  more  paperwork. 

(12) 

A  moie  frequent  payment  schedule  would  require  an  increase  in  stalT  and  office 
space,  resulting  in  higher  taxes.    (13) 

Changing  to  a  quarterly  or  monthly  schedule  would  not  afl'ect  the  delinquency  rate 
and   the  cost  of  changing  the  system  would  be  prohibitive.     Would  it  be  picked  up 

hy  the  taxpayer?    (14) 

Proper  ty  owners  are  accustomed  to  paying  their  taxes  in  semiannual  payments.    (15) 

If  taxes  were  paid  annually,  only  one  receipt  would  be  issued  and  less  part-time 
help  would  be  required.    (16) 

A  change  would  result  in  much  expense  to  develop  new  receipting  and  accounting 
procedures.    (17) 

Reprogramming  and  additional  staff  costs  would  be  an  additional  burden  to  the 
taxpayer  if   the  tax  payment  schedules  were  changed.    ( 18) 

Bookkeeping  problems  would  arise  if  any  other  tax  payment  schedule  were 
implemented.    (20) 

In  a  small,  non-automated  office,  semiannual  payments  are  easier   to  handle.    (21) 

Reprogramming  of  auU)mated  equipment  would  place  an  additional  burden  on  the 
taxpayer-.  (23) 

Programming  for  quarterly  or  monthly  payments  would  be  a  hardship  to  the 
taxpayer-,  while  annual  payments  would  require  a  much  larger  stafT.  (24) 
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Both  county  troasureis  and  taxpayers  are  geared  to  semiannual  payments.  Annual 
payments  would  be  a  burden;  quarterly  or  monthly  payments  would  be  Uw  much 
work.    (26) 

After  September  M)  mobile  home  taxes  become  delinquent,  causing  a  conflict  when  a 
current  tax  receipt  is  written  for  a  newly  moved  mobile  home,  when  the  tax  is 
actually  delinquent.    (27) 

People  don't  want  payment  schedule  changes.    (2H) 

Some  of  the  ranchers  with  larger  personal  property  Lax  statements  find  it  difficult 
to  pay  the  tax  all  at  one  time.  (29) 

Any  payment  schedule  other  than  semiannual  is  "silly".  It's  dilTlcult  enough  to  get 
taxpayers  to  make  semiannual  payments.  (30) 

Our  computers  aie  progiammed  for  semiannual  payments,  which  affect  all  county 
bookkeeping.  The  cost  for  change  and  additional  personnel  would  be  prohibitive. 
(32) 

The  semiannual  payment  schedule  works  well  in  our  county  where  delmquency  is 
less  than  1%.  (35) 

We  have  a  large  number  of  retired  county  residents  who  ate  accustomed  to 
semiannual  payments,  and  this  system  works  well  for  us.    (37) 

If  taxes  were  paid  more  often  than  semiannually,  increased  taxes  would  be  required 
to  implement  such  a  change.  (-IT)) 

'fhe  time  element  in  preparing  tax  notices  is  a  factor  Ui  be  considered,  as  well  as 
changes  to  county  and  school  budgets.  (4S)) 

Most  businesses  find  it  difficult  to  pay  personal  property  taxes  within  the  30  day 
limit.  Collecting  taxes  more  frequeniiy  would  require  more  work  foi-  county 
treasurers.    (51) 


QUESTION  5.   IN  YOUROPINION,  WHICH  PROPERTY  TAX  PAYMENT  SCHEDULE 
WOULD  BE  THE  MOST  LIKELY  TO  MINIMIZE  THE  NUMBER  OE 
TAX  DELINQUENCIES?  (AGAIN,  ASSUME  PROPERTY  TAXES  WILL 
CONTINUE.) 

I  don't  believe  any  change  in  payment  schedules  will  make  a  diffeience.    (27) 


QUESTIONS.  WHY  WOULD  THE  PAYMENT  SCHEDULE  YOU  CHECKED  IN 
QUESTION  FIVE  MINIMIZE  THE  NUMBER  OE  TAX 
DELINQUENCIES? 

Annual    paymenUs   would    be    too   great   a    burden    for   the   taxpayer.      Quarterly   or 
monthly  payments  would  cost  counties  more  for  operations.  ( 1) 


Our  delinquency  late  is  5%  and  is  usually  comprised  of  the  same  persons  year  after 
year.  In  the  past  six  or  seven  years  the  county  has  not  taken  a  tax  deed  on  any 
real  property.  If  taxpayers  prefer  monthly  or  quarterly  payments,  they  could 
deposit  these  funds  in  interest  bearing  accounts.    (2) 

Most  taxpayers  ar'c  accusU>rTic'd  U)  semiannual  payments,  and  the  schedule  should 
remain  as  it  is.    (4) 

'i'he  same  taxpayers  appear  to  be  delinquent  in  their-  payments  each  year.  Changing 
the  method  of  billing/collecting  would  change  the  delinquents.    (7) 

Taxpayers  could  more  readily  handle  four  installments  rather-  than  semiannual 
payments,  since  the  first  semiannual  payment  is  due  near-  Christmas  and  income  tax 
season.    (8) 

Semiannual  payments  for  real  estate  work.  If  personal  pr-operty  were  taxed 
semiannually,  delinquencies  should  receive  immedialti  action  by  the  end  of  the 
calendar  year  smce  mobile  homes  change  ownership  frequently  and  can  be  moved, 
and  many  businesses  change  ownership  frequently  or-  declare  bankr-uptcy  as  well.    (9) 


Marry  taxpayers  cannot  make  large  payments  at  one  tir-ne.    (12) 

1  would  prefer-  that  those  who  pay  their  taxes  annually  receive  a  discount.  This 
system  works  well  for  North  Dakota.  A  taxpayer  wishing  to  make  monthly  payments 
could  borrow  the  funds  from  a  bank  and  make  payments  to  the  bank.  Counties 
could  also  accept  credit  card  payments,  but  this  method  could  pose  pr-oblems.  (13) 

Business  and  livestock  pr-opeity  taxes  should  be  billed  semiannually.  Payments  on 
mobile  homes  should  be  made  annually  to  facilitate  record-keeping.    (14) 

tiirarterly  or  morrthly  payments  would  lead  to  more  people  forgetting  U)  pay. 
Taxpayers  are  accustomed  to  November  and  May  payments,  and  annual  payments  r-nay 
be  a  hardship  for  some.    (16) 

Semiannual  payments  will  not  further-  minimize  delinquencies,  but  will  not  increase 
them  either ,  as  would  quarterly  or  monthly  payments.    (17) 

Semiannual  payments  permit  the  taxpayer  to  make  a  smaller  payment  in  the  fall  and 
to  save  for  the  second  half,  due  six  months  later.    (19) 

(^uarlerly  payments  would  be  easier  for  the  taxpayer  to  make.    (23) 

The  more  lenient  the  counties,  the  more  lax  the  taxpayers.    (26) 

1  believe  a  change  would  not  correct  any  situation  in  this  county.  Increasing 
frequency  of  payments  will  increase  operating  costs.  Taxpayers  need  to  be 
responsible  to  save  funds  for  payment  of  taxes.    (30) 

Changing  payment  schedules  could  increase  delinquency  rates.    (28) 

Semiannual  per  sonal  property  payments  would  encourage  taxpayers  to  be  more  timely 
in  their  payments.    (29) 


Real  property  needs  tx)  be  left  as  it  is.  Semiannual  payments  on  mobile  homes  and 
personal  property  (April  and  September)  would  be  an  improvement.    (;i2) 

Semiannual  payments  would  provide  equality  for  all  taxpayers.    (;^8) 

Payment  schedules  should  remain  as  they  are.  Quarterly  or  monthly  payments  would 
add  to  county  expenses.  Personal  property  schedules  could  be  split  into  semiannual 
payments.    (44) 

Semiannual  payments  work  for  us  and  we  have  no  delinquency  problem  yet.    (45) 

Monthly  tax  statements  would  result  in  more  delinquencies  and  county  expense. 
Semiannual  payments  are  preferable.    (49) 

Due  dates  for  real  piopeity  taxes  could  be  changed  to  September  ;{()  and  Maich  31 
to  alleviate  congestion  near  the  holidays.  Personal  property  taxation  for  farms  and 
ranches  may  benefit  by  semiannual  payments,  and  allowing  businesses  60  days  in 
which  to  make  two  payments  (without  penalty  and  interest*  would  appear  to  be 
more  reasonable.    (h\) 


QUESTION  7.   IN  YOUROPINION,  WHICH  PROPERTY  TAX  PA  VMENTSCHEDULE 
WOULD  PRODUCE  THE  FEWEST  DELINQUENCIES  AND  THE 
GREATEST  EFFICIENCY  IN  THE  COUNTY  TREASURER'S  OFFICE? 

Semiannual  real  estate  payments.    (1) 


QUESTION  8.  WHICH  OF  THE  FOLLOWING  METHODS  WOULD  WORK  BEST  AS  A 
NEW  SYSTEM  FOR  COLLECTING  PROPERTY  TAXES?  WHICH  ONE 
WOULD  WORK  SECOND  BEST?  (WRITE  IN  "  1"  FORTHE  BEST,  "2" 
FOR  THE  SECOND  BEST.) 

None  of  the  options  listed  are  preferable.    (2) 

.'\nnual  payments  with  discounts  offered  foi'  full  payments.    (13) 

Raising  the  interest  rale  from  10  to  12%  would  be  a  good  idea.  A  banker  confided 
U)  me  he  is  telling  his  clients  not  to  pay  their  taxes  (if  they  are  financially 
troubled)  because  county  inU'rest  rates  are  lower  than  bank  interest  rates.    (16) 

The  redemption  interest  in  HB  177  (Ch.  3  13,  L.  1985)  should  be  much  higher  and  the 
majority  should  go  U)  the  tax  sale  purchaser  or  assignee.  This  action  could  result 
in  increased  delinquent  tax  sales,  decreasing  county  accounts  receivable.  It  is  not 
in  the  best  interest  of  a  county  to  end  up  with  tax  deed  property  than  can  only  be 
sold  at  fair  market  value,  as  real  estati>  deeded  to  a  county  and  not  redeemed  is 
not  taxable,  creating  double  indemnity.    ( 1 7) 

None  of  the  methods  listed  would  be  a  viable  option  for  this  county.    (18) 

The  present  methods  work  best  with  the  exception  of  personal  property  which  is 
leased  rather  than  owned.    (20) 


Collection  as  soon  as  statement  is  received  by  the  taxpayer  or  by  due  date  would  be 
preferable.    (26) 

U  interes(  rates  were  raised  to  20%  and  the  2%  penalty  raised  to  5%,  counties  would 
not  be  used  as  lenders.    (28) 

IC  Montana  would  charjio  an  interest  and  penalty  rate  greaU^r  than  that  charged  by 
banks  the  delinquency  pioblem  might  be  resolved.    (30) 

Higher  interest  rates  should  be  charged.    (31) 

InUMest  rates  should  be  raised  from  10  to  12%  and  payments  left  on  a  semiannual 
schedule.    Credit  cards  should  not  be  used  for  this  purpose.    (32) 

Credit  cards  should  not  be  considered.    (33) 

I  would  not  likf.  to  see  present  collection  methods  changed.    (35) 

A  list  of  ditlinquent  taxpayers  could  be  published  in  a  local  newspaper  to  protect 
the  county  treasurer.    (36) 

inUnest  rates  should  be  increased  to  12%  and  the  penalty  rate  left  as  is.  More 
immediate  action  should  be  taken  on  delinquent  real  estate  taxes.   (38) 

Interest  rates  should  be  incieased  to  12%  and  the  penalty  rate  left  as  is.    (39) 

Increased  interest  should  be  charged  for  redemption.    (40) 

Interest  rates  should  be  increased  to  12%  and  the  penalty  rate  left  as  is.    (41) 

If  the  interest  rate  (in  redemption  were  increased  substantially,  it  might  encourage 
payment  of  taxes  by  tax  sale  certificate  and  discourage  dehnquency  due  to  a  high 
rate  of  redemption.    (42) 


QUESTION  9.   DO  YOU  HAVE  ANY  OTHER  COMMENTS  REGARDING  SEMIANNUAL 
TAX  PAYMENTS,  COLLECTIONS,  OR  DELINQUENCIES? 

Counties  need  to  exercise  care  with  regard  to  laws  pertaining  to  separate  personal 
property.  Attachment  upon  delinquency  is  probably  the  best  and  most  effective 
method  toward  county  solvency.  Taxes  must  be  considered  to  be  a  necessary 
expense  by  the  taxpayer  if  certain  levels  of  services  are  expected  of  such  entities 
as  law  enforcement,  hospitals,  and  schools.    (1) 

lx;ave  the  present  system  alone.    (3) 

Semiannual  payments  may  be  more  appropriate  for  business  and  trucks  with  SM 
(special  mobile)  plates  as  the  present  system  sometimes  creates  financial  hardship. 

(4) 

Real  property  schedules  should  remain  the  same.  If  personal  property  is  changed  to 
a  semiannual  payment  schedule,  it  should  have  due  dates  other  than  those  for  real 
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property.  Since  personal  property  can  be  moved,  what  guarantee  of  payment  is 
there  if  the  property  is  moved  to  another  state?   (5) 

Leave  real  property  as  it  is.  Personal  property  could  be  collected  semiannually, 
with  the  first  payment  due  in  30  days  and  the  second  payment  due  on  September  ,}(). 
(16) 

If  taxes  were  collected  quarterly  or  monthly,  operating  expenses  would  increase 
dramatically  for  county  treasurers.   (7) 

I  believe  the  present  late  of  interest  is  high  enough  foi-  the  average  taxpayer; 
however,  some  people  invest  their  money  at  a  higher  rate  of  interest  and  allow 
their  taxes  to  become  delinquent.    (8) 

Our  county  has  developed  legal  notices,  sheriffs  writs  and  sales,  and  a  lien  on  real 
property  to  collect  personal  property  taxes,  which  are  the  most  difficult  to  collect. 
I  would  suggest  a  business  license  as  an  alternative  to  taxing  business  personal 
property.  Mobile  homes  are  easier  to  collect  on,  especially  with  improved 
legislation  in  this  area.    (9) 

A  change  in  payment  schedules  would  make  no  difference  in  our  county,  which  is 
economically  depres.sed.  Most  taxpayers  (including  retirees)  have  no  problem  with 
semiannual  payments.  Some  pay  their  real  property  taxes  annually  in  the  spring; 
nonresident  property  owners  often  foiget  as  their  state  of  residence  may  have 
differing  procedures;  some  unemployed  persons  are  letting  their  property  go  back  to 
the  financer,  i.e.,  FHA,  HUD,  or  the  banks.  We  have  those,  too,  who  repeatedly 
fail  to  pay  their  real  pi'operty  taxes.  Mobile  homes  arc  not  much  of  a  problem; 
however,  small  businesses  which  have  failed  pr  esent  a  larger  problem.    (11) 

If  partial  payments  could  be  accepted  for-  first  and  second  due  dates,  some 
taxpayers  may  become  current.    (12) 

Most  homeowners  have  tax  escrow  accounts  and  make  monthly  payments  to  these 
accounts.    (Ki) 

in  many  cases  it  is  not  property  taxes  which  are  delinquent,  but  SID's.  Our 
collection  ral-e  has  been  good  until  the  past  two  or-  three  years.  Responsible 
taxpayers  should  not  have  to  pay  extra  for  restr-u;-'itring  the  payment  schedule 
because  of  delinquent  taxpayers.  A  discount  for  payment  in  full  could  be  a 
consideration.  Possibly  water  projects  and  cities  should  handle  their  own  billing. 
(14) 

Personal  proper  ty  taxes  could  be  paid  semiannually  with  definite  due  dates.    (15) 

MCA  procedures  for-  tax  deed  action  should  be  rewritten  as  they  are  vague  and 
subject  to  litigation.    (16) 

Hear-ings  on  this  matter-  should  be  open  to  county  treasurers.    (17) 

Semiannual  payments  are  most  feasible  and  benefit  the  taxpayer  by  putting  less 
burden  on  the  county.    ( 18) 

The   present  method  of  taxation   is  quite  sulllcient.     Some  taxpayers  believe  they 


should  bo  billed  al  the-  beginning  of  llio  year  rather  than  at  the  end  of  the  year 
and  that  SIDs  should  be  split  rather  than  billed  on  the  first  installment.    (19) 

Mobile  homes  and  personal  property  should  be  on  an  April  30  and  September  30 
schedule.  Real  property  taxes  should  remain  as  they  are.  Penalty  and  interest 
should  be  raised  on  delinquent  taxes.    (20) 

A  change  in  collection  procedures  will  not  help.    (21) 

Real  property  and  mobile  homes  should  be  on  the  same  schedule.  Personal  property 
taxes  should  be  due  December  31.    (24) 

A  provision  could  be  made  to  omit  penalty  and  interest  on  real  property  taxes  as 
long  as  the  tax  is  paid  in  full  before  January  1.  This  procedure  seems  to  work  well 
for  other  states.    (2r)) 

I  would  prefer  semiannual  schedules  for  personal  property  and  mobile  homes  with 
June  30  and  December  30  due  dates.    (26) 

We  have  problems  collecting  personal  property  taxes  when  owners  move  away  from 
the  county,  but  are  satisfied  with  real  property  taxation  schedules.    (28) 

Real  property  taxation  should  remain  as  it  is.  Taxes  on  personal  property  and 
mobile  homes  should  be  collected  semiannually  but  on  dates  other  than  those  for 
real  propeity.    (31) 

Personal  property  taxes  should  be  collecU'd  semiannually  and  have  a  specified  due 
date.  Real  property  taxes  should  remain  as  they  are.  Credit  card  payments  should 
not  be  accepted.    (33) 

Personal  property  taxes  could  be  collected  on  April  30  and  September  30  or  June  30 
and  December  3  1.    Real  property  should  remain  as  it  is.    (34) 

Real  property  works  well  as  it  is.  Credit  card  payments  should  not  be  accepted. 
Personal  property  taxes  should  be  collected  on  September  30  and  monthly  payment 
should  not  be  a  consideration.    (35) 

Some  taxpayers  are  delinquent  by  choice.  Real  property  needs  to  remain  as  it  is. 
Personal  propeity  taxes  could  be  collected  semiannually  in  June  and  September.    (37) 

Real  property  taxation  can  remain  as  it  is.  Personal  property  taxes  could  be 
collected  in  two  payments  on  payment  dates  agreed  upon  by  county  treasurers  and 
the  Department  of  Revenue.    (39) 

Real  property  taxation  should  be  left  as  it  is.  Personal  property  could  be  collected 
semiannually  at  a  time  other  than  when  i  eal  property  taxes  are  due.  The  first-half 
due  date  for  mobile  home  taxes  could  be  set  to  encourage  county  assessors  to  send 
out  assessments  in  the  spring,  prior  to  the  May  due  date  for  second-half  real 
property  tax  payments.    (36) 

Real  propeity  should  remain  as  it  is.  Mobile  homes  could  be  billed  as  real  property 
is  but  with  dill'ering  due  dates.  SM  (special  mobile)  plates  need  to  be  reviewed  for 
change  as  100%  of  the  tax  is  due  prior  to  their  issue  which  often  presents  a 
hardship  to  the  owner.    (3iS) 


Real  property  taxes  are  sufficient  as  they  exist.  Personal  property  and  mobile  home 
taxes  should  be  due  in  30  days  (first  installment)  and  by  September  30  (second 
installment).    (40) 

Legislation  needs  to  be  enacted  to  publicize  the  names  of  delinquent  taxpayers  in 
local  newspapers.  it  is  a  good,  effective  collection  tool.  Real  property  should 
remain  in  two  installments.  Personal  property  should  be  billed  March  31  and  August 
31  and  be  due  April  30  and  September  30.  Mobile  home  taxation  procedures  should 
remain  as  they  are.    (41) 

Real  estate  should  remain  as  it  is.  Personal  property  and  mobile  home  taxes  should 
be  paid  in  semiannual  payments  with  the  same  specific  due  dates.    (42) 

Real  property  and  mobile  home  taxation  don't  need  to  be  changed.  Personal 
property  should  be  taxed  semiannually  with  April  30  and  September  30  due  dates. 

(43) 

Taxes  on  heavy  equipment  and  all  personal  propeity  should  be  payable  semiannually. 

(44) 

There  are  no  problems  with  real  property  taxation  as  it  exists.  1  recommend 
personal  property  payment  schedules  of  April  and  September.  Payment  for  the  first 
half  of  mobile  home  tax  should  have  a  definite  due  date  similar  to  that  of  real 
property.    (45) 

Personal  property  taxes  should  be  due  semiannually  as  are  mobile  home  taxes.  No 
changes  need  to  be  made  in  real  property  schedules.    (4(3) 

Semiannual  real  property  payments  work  well  in  oui'  county.  Any  changes  would 
require  considerable  changes  in  our  corrrpuli'r-  programs  and  additional  costs  to 
taxpayers.    (47) 

Real  property  taxation  works  as  it  is.  Personal  property  could  be  collected 
semiannually  on  specific  dates.    (48) 

Make  no  changes  in  real  property  taxation.  Personal  property  taxes  could  be  made 
payable  in  semiannual  payments.    (49) 

Do  not  make  changes  in  real  property  taxation.  Personal  property  taxes  could  be 
made  payable  in  two  payments.    (50) 

Accepting  partial  payments  would  require  more  paperwork,  which  is  also  tremendous 
when  a  sheriffs  sale  is  involved;  often  these  writs  are  not  served  in  a  timely 
manner.  Anything  but  semiannual  payments  would  be  difficult  as  our  county  has 
55,000  real  property  tax  notices,  and  6,000  each  for  mobile  homes  and  businesses. 
There  must  be  a  way  for  contractors  to  pay  for  SM  (special  mobile]  plates 
semiannually  rather  than  paying  in  full  when  they  purchase  the  plates.    (51) 


CHAPTER  THREE 

PROPERTY  TAX  PROTESTS  AND  REFUNDS 

Responses  from  I  ntercsLed  Parties  on  Suggestions 
from  the  Revenue  Oversight  Committee 

BACKGROUND 

During  the  1985  legislative  session,  much  attention  was  given  to  the  plight  of  local 
jurisdictions  suffering  the  effects  of  large  property  tax  protests.  As  a  result,  House 
Bill  No.  704  was  adopted  as  an  attempt  to  provide  relief.  This  relief  was  in  the 
form  of  a  discretionary  exclusion  of  the  taxable  value  of  property  that  was  the 
subject  of  an  appeal.    The  bill  was  effective  July   1,  1985. 

Kollowing  the  July  1  effective  date  of  HB  704,  it  was  discovered  that  only  two 
school  districts  in  the  entire  state  qualified  and  elected  Ixj  utilize  the  provisions  of 
the  bill.  The  apparent  effect  of  the  legislation  was  not  what  had  been  envisioned 
by  the  49th  Legislature.  Consequently,  the  Revenue  Oversight  Committt^e  decided  to 
"monitor"  the  implementation  of  the  legislation. 

The  Revenue  Oversight  Committee  asked  its  staff  to  contact  a  number  of  interested 
groups  for  their  responses  to  suggestions  made  by  the  Committee  on  possible 
alternatives  to  Montana's  property  tax  appeal,  protest,  and  refund  provisions. 

This  report  examines  the  responses  lo  the  suggestions  of  the  Revenue  Oversight 
Committee. 

SCOPE  OF  EXAMINATION 

The  motion  adopted  by  the  Revenue  Oversight  Committee  requested  that  staff  work 
with  "the  Montana  Association  of  Counties,  the  Montana  School  Boards  Association, 
and  other  interested  parties"  to  further  study  several  alternatives  to  Montana's 
protest  proceduies.  As  a  result  of  the  motion,  the  following  organizations  were 
contacted  for  their  input: 


Montana  Association  of  Counties 
Montana  School  Boards  Association 
Montana  County  Assessors'  Association 
Montana  County  Treasurers'  Association 
Montana  League  of  Cities  and  Towns 
Montana  Taxpayers'  Association 
Montana  Ciiamber  of  Commerce 

The  above  named  organizations  were  asked  to  respond  to  the  following  statements. 
(The  statements  were  also  part  of  the  Committee's  adopted  motion.) 

The  measuies  under  consideration  included: 


1.  Allowing  one-half  of  protested  taxes  to  be  spent  by  local 
juiisdictions  and  requiring  the  other  one-hall  to  be  deposited  in  an 
escrow-typo  account.  Local  jurisdictions  would  have  tf)  receive  the 
approval  of  the  local  governing  body  and  the  Department  of  Revenue 
before  any  of  the  protested  funds  could  be  spent. 

2.  The  interest  earned  on  the  escrowed  one-half  of  protested  taxes  would  be 
used  to  help  local  jurisdictions  substantially  harmed  by  protested  taxes  or 
refunds  st^>mming  from  protests. 

3.  Allowing  refunds  of  protested  taxes  to  be  in  the  foim  of  a  property  tax 
credit  for  succeeding  years'  property  taxes,  until  the  refund  was  paid  in 
full.  Such  a  provision  would  include  interest  on  the  refund  at  a  rate 
higher  than  the  current  "market  rate".  (Idaho  has  this  type  of 
arrangement  and  pays  interest  at  18%.) 

4.  Allowing  the  l^egislature  to  make  loans  (from  the  interest  earned  on  the 
escrowed  one-half  of  protested  taxes)  to  local  jurisdictions  unable  to 
function  because  of  protested  taxes.  The  loans  would  have  to  be  repaid 
to  the  Legislature,  i.e.,  the  state  general  fund,  with  interest.  Such 
repayments  would  come  from  local  levies  which  would  be  excluded  from 
local  levy  limits. 

5.  Requiring  a  threshold  mechanism  that  would  require  tax  appeals/protests 
to  be  sufTiciently  large  that  the  local  jurisdiction  could  not  handle  the 
loss  in  the  course  of  current  operations  and  resources.  The  threshold 
under  consideration  is  that  the  property  assessment  being  appealed  would 
have  to  exceed  1/4  of  1%  of  the  jurisdiction's  (probably  county's)  taxable 
valuation. 


RESPONSES 

Written  responses  were  received  from  the  Montana  Association  of  Counties,  the 
Montana  School  Boards  Association,  the  Montana  League  of  Cities  and  Towns,  and 
the  Montana  County  Assessors'  Association.  A  telephone  response  was  received 
from  the  Montana  County  Treasurers'  Association. 

Ahhough  telephone  responses  were  received  from  both  the  Montana  Taxpayers' 
Association  and  the  Montana  Chamber  of  Commerce,  the  responses  were  that  neither 
organization  had  an\  comments  on  the  suggestions  under  consideration. 

The  following  is  an  attempt  to  summarize  the  responses  received  from  the  above- 
mentioned  groups.  However,  justice  simply  cannot  be  done  by  summarizing  the 
responses;  therefoie,  a  copy  of  the  responses  received  from  the  groups  is  included 
as  an  integral  part  of  this  chapter  as  Appendix  A.  Please  note  that  the  response 
from  the  County  Treasurers'  Association  is  a  staff  memo  to  file  formalizing  a 
telephone  conversation  between  staff  and  Dick  Michelotti,  Cascade  County  Treasuier 
and  President  of  the  Montana  County  Trcasuicis'  Association. 

SUMMARY  OF  RESPONSES 

Most  of  the  respondents  indicated  some  support  for  the  option  of  allowing  local 
jurisdictions  to  spend  one-half  of  the  protested  tax.  Some  thought  that  esciowing 
the  remaining  one-half  in  a  state-controlled  escrow  account  could  prove  workable; 
others  thought  including  the  state  would  only  lead  to  problems.  The  Montana 
Association  of  Counties  (MACO)  viewed  the  half-and-half  proposition  as 
administratively  unwieldy. 

Some  support  was  shown  for  the  option  allowing  the  legislature  to  make  loans  to 
local  governments  (for  the  refunding  of  the  spent  one-half  of  the  protested 
amount).  However,  the  funding  source  propo.sed  for  the  loans,  i.e.,  one-half  of  the 
protested  taxes  and  the  interest  earned  thereon,  received  some  criticism.  Most 
respondents  felt  thai  interest  earned  on  protests  has  historically  been  a  revenue 
source  reserved  to  local  juj  isdictions;  and  they  would  like  to  see  the  revenue  source 
protected! 
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MACO  indicaUid  that  since  larger  protests  typically  result  from  state  action,  either 
statuUiry  or  administrative,  state  giants  might  be  more  appropriate  than  loans. 
MACO  also  suggested  that  a  new  local  levy  be  allowed  statutorily.  The  levy  would 
have  to  be  used  specifically  for  refunding  protested  taxes.  (This  assumes,  of 
course,  that  local  governments  are  allowed  to  spend  protested  taxes.) 

Flesponses  were  generally  positive  to  requiring  a  threshold  mechanism.  MACO  also 
suggested  an  alternative  to  the  1/4  of  1%  threshold,  that  central  assessment  be  the 
threshold  critA.>rion. 

The  one  option  that  did  not  receive  much  support  was  the  idea  of  allowing  protest 
refunds  to  be  credited  towards  future  years'  taxes. 

In  general,  the  organizations  representing  lot:al  governments  --  MACO,  the  Montana 
League  of  Cities  and  Towns,  and  the  MSBA  --  showed  overall  support  for  the 
flevenue  Oversight  Committee's  efforts. 

Representatives  of  local  elected  tax  officials  -  the  Assessors'  and  Treasurers' 
Associations  -  also  showed  support  foi  the  committee's  efforts,  but  apparently 
would  prefer  t«  maintain  the  current  system  rather  than  adopt  sweeping  changes. 

SUMMARY  OF  PART  ONE 

Since  before  Montana  was  a  state,  the  payment  of  property  taxes  has  been  an  issue 
before  legislative  bodies  and  the  courts.  Property  assessment  appeals  and  property 
tax  protests  have  been  occurring  in  Montana  for  moie  than  lUO  years  --  and  they 
are  likely  U)  continue. 

Krom  time  to  time,  the  Legislature  has  attempted  U)  alleviate  the  problems,  as  they 
are  experienced  by  taxpayers  and  by  governmental  entities  reliant  on  property  tax 
revenue. 

During  the  49th  legislative  session  and  the  ensuing  interim,  the  l,egislatui  e  examined 
and  prolTered  several  alternatives: 


1.        With    the    adoption    of   Hi?    704    in    lOHf),    local   taxing  jurisdictions, 
under     certain      tircumslances,      could      choosi'      to      discount     their 


respective  total  taxable  value  by  the  amount  of  taxable  value  under 
protest.  The  result:  The  alternative  provided  in  HB  704  was 
universally  ipnoied. 

2.  S.)R  14  directed  the  Revenue  Oversight  Committee  U)  examine 
alternatives  to  the  current  (and  historical)  practice  of  semiannual 
payment  of  property  taxes.  The  result:  A  substantial  majority  of 
Montana's  county  treasurers  recommended  the  continuation  of 
semiannual  payments.  Representatives  of  the  taxpaying  public, 
principally  the  Montana  Taxpayers'  Association,  had  no  complaint 
about  the  semiannual  payment  schedule.  In  no  case  could  a 
legitimate  argument  be  made  that  the  public  was  clamoring  for  a 
change  in  the  payment  schedule. 

3.  A  proposal  from  the  Revenue  Oversight  Committee  was  put  before 
taxpayers,  tax  collectors,  and  tax  spenders  that  would  have  allowed 
local  jurisdictions  to  spend  a  portion  of  taxes  paid  under  protest. 
The  result:  Respondents  generally  reacl^'d  positively,  but  without 
conviction. 


So  it  would  seem  that  property  tax  payment  problems  will  continue  and  solutions 
will  continue  to  be  proposed.  And  while  an  appropriate  and  acceptable  solution  may 
be  somewhere  down  the  road,  it  is  not  yet  visible  over-  the  horizon. 
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PART  TWO 


PROPERTY  TAX  DELINQUENCIES,  TAX  SALES,  AND  DEEDS 


CHAPIKR  FOUR 

SENATE  JOUMT  RESOLUTION  NO.  14 

ISSUE  TWO:   DELINQUENT  PROPERTY  TAXES,  TAX  SALES,  AND  DEEDS 

Senate  Joint  Resolution  No.  14  (SJR  14),  adopted  by  the  49th  Montana  Legislature, 
assigned  the  Revenue  Oversight  Committee  the  task  of  studying  two  issues  related 
to  property  taxes. 

Kirst,  the  resokilion  requested  a  study  of  Montana's  property  tax  payment 
procedures,  especially  those  requiring  semiannual  payment.  A  report  was  prepared 
for  the  committee  on  this  element  of  the  study  in  November  1985.  The  indication 
from  thai  report  was  that  there  were  no  significant  problems  with  Montana's 
property  tax  payment  procedures. 

The  second  issue  to  be  addressed  was  Montana's  procedures  for  the  sale  of  property 
for  delinquent  taxes.  As  stated  in  the  resolution,  the  committee  was  required  to 
study  and  consider  the  establishment  of  "uniform  and  equitable  procedures  and 
safeguards  for  the  sale  of  real  and  personal  property  for  taxes". 

An  examination  of  Montana's  current  procedures  for  the  sale  of  property  for 
delinquent  taxes  is  the  subject  of  this  chapter. 

INTRODUCTION 

From  the  earliest  days  of  Montana's  history  as  a  state,  property  taxation  has  played 
a  role  that  has  been,  arguably,  more  important  than  any  other  form  of  taxation  in 
the  state.  Prior  to  the  adoption  of  the  individual  income  tax,  corporation  license 
and  income  taxes,  franchise  taxes,  excise  taxes,  etc.,  state  government  relied  on 
property  taxes  as  its  primary  source  of  levenue. 

Perhaps  because  of  the  state's  early  reliance  on  property  taxes,  the  Second 
Legislative  Assembly  adopted  statutory   language  setting  out  the  procedure  for  the 


The  Laws  of  Montana,  1891,  Division 
One,  Laws  Relating  to  Revenue  and  Appropriation,  "An  Act  Concerning  Revenue", 
sections  90  through  162,  et  al.,  laid  out  the  foundation  for  Montana's  property  tax 
system,  a  system  that  was  appropriate  for  governmental  purposes  in  the  late  19th 
century.  While  much  of  that  system  has  been  significantly  amended  or  even 
repealed  since  its  adoption  in  1891,  much  of  it  still  exists  in  1986  in  substantially 
the  same  form  as  originally  adopted. 

With  increases  in  economic  activity  and  property  ownership,  changes  in  kinds  of 
property  owned  by  individuals  and  subjected  to  taxation,  and  shifts  in  the  revenue 
sources  available  to  the  state  and  local  taxing  jurisdictions,  some  problems  have 
arisen  in  property  taxation  from  situations  that  were  most  likely  unforeseen  in  1891. 

Recalling  that  the  charge  of  the  committee  under  SJR  14  was  to  examine  "uniform 
and  equitable  procedures  and  safeguards  for  the  sale  of  real  and  personal  property 
for  taxes",  perhaps  the  best  place  to  begin  is  with  an  examination  of  Montana's 
current  procedures  for  the  levying  and  collection  of  property  taxes. 

LEVIES  AND  COLLECnON 

Property  Tax  Levies 

Montana,  like  most  other  states,  begins  the  local  budgeting  process  with  a 
determination  of  the  value  of  property  within  the  boundaries  of  local  taxing 
jurisdictions.  Following  this  determination,  taxable  rates  are  applied  to  the  various 
classes  of  property,  resulting  in  a  taxable  valuali(j..  for  each  parcel  or  piece  of 
property  and  for  the  jurisdiction  as  a  whole.  This  process  is  usually  completed  in 
June  of  each  year. 

Toward  the  end  of  the  valuation  determination  process,  county,  city,  and  school 
budgets  begin  to  be  developed  for  the  ensuing  fiscal  year.  Once  establishcKl,  the 
budgets  are  totalled  to  provide  a  figure  representing  the  revenue  needs  of  the 
taxing  entities.    The  total  amount  of  revenue  needed  is  divided  by  the  total  amount 


of  taxable  valuation  in  the  jui  isdiction,  losulling  in  a  levy,  expressed  in  mills,  U)  be 
assessed  against  the  taxable  value  of  all  property  within  the  juiisdiction. 

Property  Tax  Payments 

Once  assessments  on  leal  properly  and  improvements  are  completed  for  each 
taxpayer  in  the  county,  the  county  treasurer  sends  a  notice  of  taxes  due.  Under 
Montana  law,  taxes  are  payable  as  follows:  one-half  of  the  amount  of  the  tax  is 
payable  on  or  before  5  p.m.  on  November  30  and  one-half  on  or  before  .5  p.m.  on 
May  A\  of  each  year.  {1.5-16-102,  MCA.) 

If  the  taxes  due  are  not  paid  on  ot  before  5  p.m.  on  November  30  and  on  or  before 
f)  p.m.  on  May  31  of  each  year,  the  taxes  are  considered  delinquent  and  draw 
interest  at  the  rate  of  fi/G  of  1%  per-  month  from  the  time  of  the  delinquency  and  a 
2%  penalty.    (ir)-H)-l()l,  15-16-102,  MCA.) 

DELINQUKNCIES 

Reporting  Delinquencies 

In  December  and  June  of  each  year,  after  first-half  and  second-half  payments  are 
due,  the  county  treasurer  is  required  to  report  delinquencies  to  the  county  clerk 
and  recorder.  The  report  must  list  "all  persons  and  property  then  owing  taxes". 
(ir.-()-30l,  MCA.) 

Upon  receipt  of  the  delinquent  list,  the  clerk  and  recorder  is  required  to  "foot  up 
the  total  amount  of  taxes  so  remaining  unpaid,  credit  the  county  treasurer  who 
acted  under  it  therewith,  and  make  a  frnal  settlement  with  him  of  all  taxes  charged 
agarnst  him  on  the  assessment  book  and  must  require  from  him  an  immediate 
account  for  any  existing  deficiency".    (15-16-302,  MCA.) 

The  county  clerk  and  recorder'  is  then  required  to  charge  the  county  treasurer  with 
the  amount  of  taxes  due  on  the  delinquent  list.    (15-16-303,  MCA.) 

On  the  third  Monday  in  February  of  each  year,  the  treasurer  must  make  an 
affidavit  that  all  unpaid  taxes  have  truly  not  been  paid,  and  that  "he  has  not  been 


able  to  discovof  any  property  belonging  U)  or  in  possession  of  the  persons  liable  to 
pay"  the  tax.    (15-16-305,  MCA.) 

It  is  the  duty  of  the  Department  of  Revenue  (DOR)  or  the  assessor  acting  as  the 
department's  agent  to  leport  the  discovery  of  all  personal  property  to  the  county 
treasurer  vi^ithin  5  days  of  discovery,  'i'he  DOR's  agent  must  assess  the  property 
and  report  the  amount  due  and  "the  names  of  each  person  owning,  claiming,  or 
possessing  such  personal  property"  to  the  treasurer.    (15-16-1  II,  MCA.) 

Upon  receipt  of  (he  report  on  personal  property,  the  treasurei  must  notify  the 
owner  that  taxes  aie  due  on  the  properly.    Section  15-1()-1  l.'i,  M('A,  states,  in  part: 


The  county  treasurer  shall,  at  the  time  of  receiving  the  report  and  in  any 
event  within  30  days  from  the  receipt  of  such  report,  levy  upon  and  take 
\nU)  his  possession  the  personal  property  against  which  a  tax  is  assessed 
or  any  other  personal  property  in  the  hands  of  the  delinquent  taxpayer 
and  proceed  to  sell  the  same  in  the  same  manner  as  property  is  sold  on 
execution  by  the  sheriff.  .  .  . 

The  county  treasurer-  and  his  sureties  are  liable  on  his  ofTrcial  bond  for 
all  taxes  on  personal  property  remaining  uncollected  by  reason  of  the 
willful  failure  and  neglect  of  the  treasurer  to  levy  upon  and  sell  such 
per-sonal  property  for  the  taxes  levied  thereon. 


Delinquencies  Are  a  Lien 

Under  Title  15,  chapter  16,  part  4,  MCA,  all  tax  delinquencies  become  a  lien  on  the 
delinquent  taxpayer's  property. 

Section  15-16-401,  MCA,  states  that  every  tax  has  the  effect  of  a  judgment  against 
the  person  owing  the  tax,  that  the  tax  creates  a  lien  against  any  property  on  which 
property  tax  has  not  been  paid,  and  that  the  county  treasurer  has  the  authority  to 
sell  the  property  in  satisfaction  of  any  delinquency. 

Section  15-16-402,  MCA,  establishes  a  lien  on  real  property  owned  by  a  person 
delinquent  on  personal  property  taxes.  Delinquent  taxes  on  realty  is  a  lien  against 
the  property,  and  delinquent  taxes  on  improvements  assessed  to  other  than  the 
landowner  become  a  lien  on  the  land,  attaching  January  1  in  each  year.  (15-16-403, 
MCA.) 


F'inally,  the  county  has  a  lion  on  any  money  in  its  possession  belonging  to  any 
taxpayer  delinquent  on  personal  property  that  is  not  a  lien  on  real  estate  owned  by 
the  taxpayer.    (15-16-404,  MCA.) 

The  county  treasurei  must  annually  prepare  a  list  of  delinquent  taxes  on  personal 
property  that  are  not  a  lien  on  real  property  and  that  have  been  delinquent  for  10 
years  or  more.  The  list  must  be  delivered  to  the  county  commissioners  who  are 
required,  within  30  days  of  receipt  of  the  list,  to  cancel  the  delinquencies.  (15-16- 
701,  MCA.) 

Collection  of  Delinquencies 

The  collection  ol  delinquencies  was  the  real  core  of  the  issue  that  was  to  be 
studied  under  SJR  14.  The  procedure  for  the  collection  of  delinquencies  on  personal 
property  is  clearly  stated  rn  15-16-113,  MCA,  above;  consequently,  the  remaining 
discussion  will  not  include  delinquencies  on  personal  property. 

I'erhaps  because  confrscating  real  property  for-  delinquent  taxes  is  viewed  as  more 
drastic  than  selling  personalty  for  the  same  reason,  the  procedure  for  collecting 
delinquencies  on  real  property  and  improvements  is  much  more  involved  and  time- 
consuming.  The  proctniur  e  is  also  subject  to  interpretation  by  the  county  treasurer, 
the  county  clerk  and  recorder,  the  county  sheriff,  and  the  board  of  county  commis- 
sioners. 

The  following  is  a  brief  description  of  the  procedure  for  the  sale  of  real  property 
for  delinquent  taxes. 

TAX  SALES 

Tax  Sales  for  Delinquencies 

On  the  third  Monday  in  June,  the  county  treasurer  must  publish  notice  that  a  tax 
sale  will  take  place  at  a  specific  time  and  place.  The  sale  must  occur  not  less  than 
21  days  nor  more  than  28  days  from  the  first  publication.  The  sale  must  take  place 
in  front  of  the  county  treasurer's  office. 


Following  publication  of  the  notice,  the  county  treasurer  must  file  with  the  county 
clerk  and  recorder  a  copy  of  the  publication  and  an  afiidavil: 

1.  that  the  copy  is  a  true  copy  of  the  publication; 

2.  that  the  publication  was  made  in  a  newspaper,  and  the  name  of  the 
newspaper,  place  of  publication,  and  date  of  each  appearance  of  the 
notice;  and 

3.  if  no  newspaper  is  published  in  the  county,  that  notices  were  posted 
in  three  public  places,  and  designating  the  places. 

(NOTE:  Subsequent  to  notice  being  published  but  before  the  actual  sale,  delinquent 
taxpayers  may  protest  the  delinquency,  which  protest  results  in  a  series  of  other 
actions  by  county  officials.  A  delinquent  taxpayer  may  also  designate  a  portion  of 
the  property  to  be  sold  if  less  than  the  entire  property.) 

Upon  sale  of  the  property  for  delinquent  taxes,  the  treasurer  must  prepare  a 
certificate  containing: 

1.  the  date  of  the  sale; 

2.  the  name  of  the  person  assessed; 

3.  a  description  of  the  land  sold; 

4.  the  amount  paid  for  the  land  described; 

5.  that  the  described  land  was  sold  for  taxes; 

6.  the  year  of  the  (delinquent)  assessment;  and 

7.  the  time  at  which  the  purchaser  will  be  entitled  to  a  tax  deed  (assuming 
the  sale  is  not  redeemed). 

This  certificate  must  be  filed  with  the  county  clerk  and  recorder  and  a  duplicate 
given  to  the  purchaser.  The  certificate  represents  a  lien  on  the  property  for  the 
amount  of  delinquent  tax,  including  penalties,  interest,  and  accrued  costs.  Upon 
receipt  of  the  certificate,  the  clerk  and  recorder  must  file  it  and  enter  it  into  a 
book.  The  treasurer  must  also  enter  the  information  contained  in  the  certificate  in 
a  book. 

If  there  is  no  purchaser  of  the  property,  Ihe  taxes  are  struck  off  Uy  the  county  as 
purchaser.  The  county  may  assign  its  interest  in  the  property  to  any  person  who 
pays: 


1.  the  ainouiit  f'oi-  which  the  propeity  was  bid; 

2.  interest  at   5/6  of   1%  per  month  from  the  time  the  county  became 
puichasef,  and 

3.  the  amount  of  all  subsequent  delinquent  taxes,  penalties,  costs,  and 
interest. 


If  an  assignment  is  made,  the  county  treasurer  must  prepare  a  certificate  containing 
substantially  the  same  inlbrmation  as  is  required  for  the  certificate  issued  at  the 
tax  sale.  The  treasurer  does  not  record  the  assignment  otherwise,  nor  does  the 
county  cleik  and  recorder. 

Following  the  tux  sale,  and  assignment  if  made,  the  property  is  assessed  as  it  would 
have  been   without  delinquency.      It  is  regularly  assessed  every  year  thereafter  as 


If  the  lien  on  the  property  is  not  redeemed,  discretion  to  hold  subsequent  tax  sales 
on  the  property  lies  with  the  board  of  county  commissioners. 

RKDKMPTION 

RcdempLiun  of  Property  Sold  at  Tax  Sale 

llc^demption  of  property  sold  for-  taxes  may  be  made  by  the  true  owner-  or  any  party 
havrng  any  interest  rn  or  lien  upon  the  property  within  36  months  from  the  date  of 
purchase,  or  at  any  time  prior-  to  the  notice  of  and  application  for  a  tax  deed. 

If  the  property  is  not  redeemed  in  the  time  allowed,  the  county  treasurer  must 
make  a  deed  of  the  property  to  the  purchaser  or  his  assignee,  but  only  after  proper 
notice  and  application. 

ACQUIRING  A  TAX  DEED 

Tax  Deed  by  Purchase,  Notice,  Application,  and  Judgment 

In  applying  for  a  tax  deed,  the  purchaser  must  serve  upon: 
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1.  the  owner  of  the  piopeity  purchased,  if  known; 

2.  any  purchaser  of  the  property  under  contract  for  deed,  if  known; 

3.  the  persons  occupying  the  property;  and 

4.  any  mortgagee  or  mortgagees  named  in  any  mortgage; 

a  written  notice  stating  that  said  pioperly  has  been  sold  for  delinquent  taxes.  The 
notice  must  include,  in  effect,  all  of  the  information  included  on  the  tax  sale 
certificate  issued  at  the  time  of  purchase. 

The  true  owner,  mortgagee,  or  assignee  has  the  right  of  redemption  indefinitely 
until  such  notice  has  been  given  and  the  deed  applied  for.  .'Application  for  a  tax 
deed  includes  the  payment  of  all  fees,  percentages,  penalties,  and  costs  required  by 
law. 

If  the  county  remains  the  purchaser  without  assignment,  a  tax  deed  may  be  noticed 
and  applied  for  the  same  as  if  the  property  were  purchased  by  a  private  party  or 
assignee.  The  board  of  county  commissioners  may  not  be  compelled,  however,  U) 
seek  a  tax  deed  until  3  years  following  the  expiration  of  the  redemption  period. 

A  tax  deed  may  not  be  issued  to  any  purchaser  until  proof  of  notice  of  application 
for  tax  deed  (by  affidavit)  has  been  filed  with  the  county  clerk  and  recorder. 

Tax  Deed  by  Action 

As  an  alternative  to  gaining  a  tax  deed  through  notice  and  application,  the 
purchaser  of  property  sold  for  delinquent  taxes  may  bring  an  action  in  district  court 
to  obtain  a  tax  deed.  If  other  than  the  county,  the  plaintiff  must  pay  all 
delinquent  taxes  assessed  subsequent  to  the  date  he  procured  the  certificate  of  sale. 

An  action  foi  lax  deed  begins  by  the  filing  of  a  complaint  with  the  purchaser 
named  as  the  plaintiff  and  the  county  treasurer  and  eveiy  owner  and  peison  with 
an  interest  in  the  property  named  as  defendants. 

If  the  county  is  the  plaintif!',  the  action  must  be  filed  in  the  name  of  the  county 
clerk  and  recorder. 


At  iho  time  the  complaint  is  filed,  a  notice  oC  the  pendency  of  the  action  must  be 
recorded  in  the  county  clerk  and  recorder's  olTice,  and  must  also  be  Tiled  with  the 
clerk  of  court  as  part  of  the  judicial  record. 

The  complaint  must  be  given  to  the  defendant,  issued  as  a  summons  m  manner, 
form,  and  substance  as  in  civil  actions.  Service  of  the  summons  must  be  made  as  in 
civil  actions  as  well. 

Any  defendant  may  appear  within  the  time  allowed  for  appearances  in  civil  actions 
and  defend  the  action.  The  defense  may  include  questions  to  the  legality,  validity, 
or  sufficiency  of  any  act  had  in  connection  with  the  assessment  or  sale  of  the  land. 

Any  defendant  may  also  redeem  the  land  from  the  tax  sale  by  paying  all  delinquent 
taxes,  penalties,  interest,  and  costs  of  the  action.  When  paid,  the  county  treasurer 
must  issue  a  certificaU-  of  r  edemption. 

In  an  action  for  tax  deed,  no  judgment  will  be  given  by  default.  The  court  must 
require  proof  of  the  facts  alleged  in  the  complain  and  other  pleadings  in  the  action. 
After  a  judgment  is  entered  in  favor  of  the  plaintiff,  the  defendants  have  no 
further  claim  to  the  land  or  improvements  described  in  the  complaint. 

A  deed  issued  under-  an  action  for  deed  conveys  to  the  grantee  absolute  title  ia  the 
property  described  in  the  deed.  Any  lien  for-  taxes  or  special  improvements, 
including  irrigation  and  drainage  assessments,  remains  an  encumbrance  and  is  not 
satisfied  until  paid. 

Quiet  Tide  on  Tax  Deed 

Subsequent  t-o  the  conveyance  of  a  tax  deed,  a  person  claiming  true  ownership  of  or 
interest  in  the  property  described  in  the  tax  deed  may  bring  an  action  to  set  aside 
or  annul  the  tax  deed,  or  to  quiet  title. 

In  this  kind  of  an  action,  the  person  claiming  a  right  in  the  property  must  deposit 
with  the  court: 


1.  the  amount  of  all  taxes,  interest,  and  penalties  which  would  have 
accrued  if  the  property  had  been  regularly  assessed  and  was  about 
to  be  redeemed;  and 

2.  the  amount  of  all  sums  paid  by  the  purchaser  after  3  years  from  the 
date  of  the  tax  sale  expended  for  the  purpose  of  preserving  or 
improving  the  property. 


The  court  may  alternatively  issue  an  order  to  the  person  claiming  a  right  in  the 
property  to  show  cause  why  such  payments  should  not  be  made.  If  a  show  cause 
order  is  issued,  a  hearing  must  be  scheduled  at  a  time  not  exceeding  M)  days  from 
the  date  of  the  order. 

At  the  show  cause  hearing,  the  court  is  required  to  establish  the  amount  to  be 
deposited  with  the  court.  If  the  amount  is  not  deposited  with  the  court  in  the  time 
allowed  in  the  order,  the  person  claiming  a  right  in  the  property  is  deemed  to  have 
waived  any  defect  in  the  tax  proceeding  and  any  right  of  redemption.  The  court 
must  also  enter  a  decree  quieting  the  title  of  the  purchaser  against  the  person 
claiming  a  right  in  the  property. 

If  the  person  claiming  a  right  in  the  properly  pays  the  amount  to  the  court  and  is 
successful  in  the  action,  the  amount  is  paid  to  the  purchaser.  If  the  claimant  is 
not  successful,  the  amount  is  returned  to  him. 

Any  deed  executed  more  than  3  years  alter  any  tax  sale  conveys  to  the  grantee  the 
absolute  title  to  the  lands  desciibed  in  the  deed. 

The  giantee  of  a  tax  deed  issued  more  than  3  years  and  30  days  after  the  tax  sale 
may  publish  a  "notice  of  claim  of  a  tax  title".  The  notice  must  contain  all  the 
information  necessary  to  redeem  the  property,  the  name  of  the  person  claiming  the 
tax  deed,  and  the  name  of  the  person  in  whose  name  the  property  was  assessed. 
The  notice  must  also  demand  that  the  person  to  whom  the  property  was  assessed 
(i.e.,  the  original  owner)  within  30  days  pay  to  the  person  holding  the  tax  deed  the 
amount  of  all  taxes,  interest,  and  penalties. 

if  the  person  to  whom  the  property  was  assessed  does  not  pay,  within  30  days  of 
the  fust  publication  of  the  notice,  to  the  person  holding  the  tax  deed  the  amount 
stated  in  the  notice,  the  tax  deed  is  valid  and  binding. 


SUMMARY  OF  HJSTORIC  TAX  DEEDING  PROCESS 

'I'he  sale  of  piopeity  for  delinquent  taxes  is,  understandably  and  necessarily,  a  last 
lesort  for  the  collection  of  property  taxes.  While  the  process  for  the  sale  of 
personalty  appears  U)  be  quick  and  uncomplicated,  the  procedure  for  the  sale  of 
realty  is  complicated,  time-consuming,  and  open  to  interpretation  and,  therefore, 
inconsistency. 

'fhe  statutes  goveining  the  sale  of  pioperty  for  delinquent  taxes  are  some  of  the 
oldest  in  the  Montana  Code  Annotated;  most  date  back  to  the  1890's."  Age  alone 
does  not  antiquate  or  invalidate  a  law  or  a  procedure  -  but  cumbersome 
procedures,  ambiguity,  and  inconsistency  could. 

The  ch;ngo  of  the  Revenue  Oversight  Committee  in  SJR  14  was  to  examine 
Montana's  procedures  for  the  sale  of  pioperty  for  delinquent  taxes  and  "the 
establishment  of  uniform  and  equitable  procedures  and  safeguards  for  the  public  and 
private  sectors  in  the  taking  and  disposal  of  real  and  personal  pioperty  for  taxes". 

The  committee  met  that  charge  by  drafting  and  recommending  to  the  Legislature  LC 
288,  later  to  be  introduced  as  Senate  Bill  No.  162,  in  the  50th  legislative  session.  A 
copy  of  the  bill  as  recommended  by  the  committee  and  as  introduced  is  contained 
herein  as  Appendix  A,  following  Chapter  Five.  A  summary  of  the  bill,  as  finally 
adopted,  follows  in  Chapter  Five.    (See  also.  Chapter  587,  Laws  of  1987.) 


^  In  fact,  the  principal  statute  authorizing  quiet  title  actions,  70-28-101, 
MCA,  dates  back  to  Montana's  early  years  as  a  territory.  See  sec.  233,  p.  92, 
Bannack  Statutes;  sec.  254,  p.  188,  Laws  of  1867. 


CHAPTKR  FIVE 

A  SUMMARY  OK  SKNATE  BILL  NO.  162 

An  Act  (lenerally  Revising  the  Laws  Relating  Ui 

Property  Tax  Collections,  Etelinquencies,  and 

the  Tax  Deeding  Process 

BACKGROUND 

Senate  Joint  Resolulioii  14,  adopted  by  llu'  r.Oth  Legislature  in  regular  session, 
required  the  Legislature's  Revenue  Oversight  Committee  to  undertake  a  study  of, 
among  other  things: 


.  .  .  the  establishment  ol'  uniform  and  equitable  procedures  and  safeguards 
for  the  public  and  private  sectors  m  the  taking  and  disposal  of  real  and 
personal  property  for  taxes. 


In  this  effort,  the  committee  directed  its  stalf  U)  woik  with  local  elected  ofFicials 
directly  involved  with  the  collection  of  property  taxes,  property  tax  delinquencies, 
tax  sales,  and  tax  deeds. 

A  working  group  was  formed  that  was  comprised  of  several  Montana  county 
treasurers  and  clerks  and  recorders,  repiesentatives  of  the  cities  and  towns,  and  a 
representative  of  the  Montana  Taxpayers'  Association.  The  group  began  its  task 
by  examining  the  property  tax  collection  statutes  of  five  other  states:  Washington, 
Oiegon,  Idaho,  Arizona,  and  Ohio.  It  was  the  consensus  of  the  working  gioup  that 
each  of  the  other  states'  statutes  had  positive  and  negative  elements,  and  that  none 
of  the  states  had  an  overall  system  that  was  significantly  better  than  Montana's. 


The  members  of  the  "working  gioup"  were:  Dave  Bohyer,  Staff  Researcher, 
Montana  Legislative  Council  and  the  Revenue  Oversight  Committee;  Jim  Dopp, 
Records  Manager  for  Missoula  County  and  the  Missoula  County  Clerk  and  Recorder; 
Sue  Bartlett,  Lewis  and  Clark  County  Clerk  and  Recorder;  Sandi  a  Whitney,  Montana 
Taxpayers'  Association;  Cordon  Morris,  Montana  Association  of  Counties;  Susan 
Spurgeon,  Fergus  County  Treasurer  and  Vice-President  of  the  Montana  County 
Treasurers'  Association;  Alec  Hansen,  Montana  League  of  Cities  and  Towns;  and  Dick 
Michelotti,  Cascade  County  Treasurer  and  President  of  the  Montana  County 
Treasurers'  Association. 


Consequently,  tlie  group  agreed  that  a  general  revision  of  Montana's  statutes  was 
the  most  appropriate  course  of  action. 

Two  of  the  group's  primary  goals  were  to  make  the  property  tax  collection, 
delinquency,  and  tax  deeding  process  more  efTlcient,  i.e.,  "streamlined",  and  to 
preserve  as  much  as  possible,  existing  Montana  law  and  procedures. 

The  result  of  the  general  revision  was  embodied  in  LC  288,  later  introduced  as 
Senate  Bill  No.   162.    (See  Appendix  A.) 

WHAT  THE  BILL  DOES 

SB  162  accomplishes  the  group's  two  primary  goals  by  revising  parts  of  Title  1.5, 
Chapter  16,  MCA;  repealing  Chapters  17  and  18  of  Title  15,  MCA;  and  enacting  26 
new  code  sections  that  provide  a  new  procedure  for  tux  sales  and  the  tax  deeding 
process. 

Revisions  U)  Title  15,  Chapter  16,  were  made  for  two  reasons:  ( 1)  to  comport  with 
the  new  statuU)ry  language;  and  (2)  U)  clarify  the  existing,  confusing,  and  archaic 
language. 

The  provisions  of  Chapters  17  and  18  of  Title  15  were  repealed  because  the 
procedures  contained  therein  created  problems  for  taxpayers,  persons  legitimately 
seeking  title  to  property  through  the  tax  deeding  process,  and  numerous  county 
officials  including  treasuiers,  clerks  and  recorders,  sheriffs,  county  attorneys,  and 
boards  of  county  commissioners. 

Under  the  repealed  provisions  of  Title  15,  Chapters  17  and  18,  the  tax  sale  process 
required  the  sale  of  an  interest  in  property  on  which  taxes  were  delinquent. 
Further,  they  guaranteed  a  a-yeai-  redemption  period  during  which  any  party  with 
an  interest  in  the  properly  could  "redeem"  the  delinquency.  This  process  was 
maintained  in  SB  162,  although  the  language  in  SB  162  detailing  the  process  is  more 
simply  staled  than  the  language  in  Chapters  17  and  18. 

The  process  for  actually  taking  a  tax  deed  lo  property  on  which  the  taxes  were 
delinquent  was  changed  considerably. 


Under  the  old  process,  any  person  other  than  the  person  to  whom  the  taxes  were 
actually  assessed  could  purchase  an  interest  in  the  property  for  the  cost  of  the 
delinquent    taxes,    penalties,    and    int^'rest.  If    no    privale    parly    made    such    a 

purchase,  the  county  became  the  "purchasei"  by  default.  This  "tax  sale"  process 
was  pieservod  in  SB  l(i2. 

A  change  in  the  "tax  deeding"  process  occurred,  however,  when  the  3-year 
redemption  period  expires. 

Under  the  old  process,  the  person  who  purchased  an  interest  in  the  property  had  to 
make  application  to  the  county  treasurer  for  a  tax  deed.  Following  application, 
rigorous  notification  procedures  had  to  be  followed  so  that  all  parties  with  an 
inUMest  in  the  property  had  a  "redemption"  period,  i.e.,  a  sort  of  grace  period 
during  which  the  delinquency  could  be  redeemed.  In  the  perception  of  many  county 
treasurers,  county  attorneys,  and  per'sons  who  have  purchased  an  interest  in 
property  on  which  the  taxes  were  delinquent,  the  process  was  so  complicated  that 
even  if  a  tax  deed  were  gi-anted  the  tax  deed  was  of  little  value  because  it  could 
be  easily  voided  on  a  technicality  in  a  judicial  proceeding. 

The  new  process  continues  and  protects  two  of  the  most  important  elements  of  the 
old  process:  the  guaranteed  3-year  redemption  period  and  the  rigorous  procedure  for 
notifying  the  true  owner  that  he  may  be  in  jeopardy  of  losing  his  property  through 
the  tax  deeding  process.  These  two  elements  are  of  critical  importance  in 
protecting  the  rights  of  the  true  owner  of  the  property. 

In  order-  to  streamline  the  process,  a  change  was  made  that  resulted  in  increased 
el'ficiency,  but  which  also  produced  policy  implications  of  gieat  importance.  This 
change  involves  the  way  in  which  a  tax  deed  is  issued  by  the  county  treasurer. 

As  outlined  above,  the  old  process  provided  for  an  application  procedure  prior  to 
the  issuance  of  a  tax  deed.  This  caused  problems  for  county  treasurers  and  county 
clerks  and  recorders  because  no  deed  could  be  issued  without  the  "purchaser" 
making  application.  In  some  instances,  the  purchaser  would  choose  to  not  make 
application  for-  several  or-  even  many  years  after  the  expiration  of  the  3-year 
redemption  period.  Consequently,  county  treasurers  and  county  clerks  had  on  their 
books    and    in    their    records,    references    to    property    tax    delinquencies,    tax    sale 
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certificates,  assignment  certificates,  and  so  forth,  on  property  on  which  the  taxes 
had  been  dehnquenl  for  8,  10,  12  years,  and  more. 

The  new  process  guarantees  the  3-year  redemption  period,  then  requires  the  county 
treasurer  to:  (1)  notify  all  interested  parties  of  pending  issuance  of  a  tax  deed  if 
the  delinquency  is  not  redeemed;  and  (2)  issue  a  tax  deed  at  the  expiration  of  the 
3-year  redemption  period  if  the  delinquency  is  not  redeemed  prior  to  the  expiration. 

However,  if  the  tax  deed  would  be  issued  to  the  county,  the  treasurer  may  issue  the 
deed  only  if  directed  U)  do  so  by  the  board  of  county  commissioners. 

What  this  means  is  that  at  the  end  of  the  3-year  redemption  period  a  tax  deed  will 
automatically  issue  to  the  person  (other  than  the  person  actually  assessed  for  the 
taxes  or  the  county)  who  purchases  at  a  tax  sale  an  interest  in  real  property  on 
which  the  taxes  are  delinquent.  If  no  person  purchases  an  inteiest  in  the  properly, 
the  county  becomes  the  purchaser  and  will  lake  the  tax  deed  if  requested  to  do  so 
by  the  county  commissioners. 

Summary  of  Revisions 


revisions  to  Title  15,  Chapter-  16,  to  compoi"t  with  new  code  sections 
and  new  procedures,  and  to  clarify  and  simplify  archaic  language 

revisions  lo  olher  MCA  sections  lo  comport  with  new  procedures 

continuance  of  the  historical  guarantee  of  a  3-year  redemption 
period  for  redeeming  delinquencies  on  real  property  taxes 

continuance  of  the  historical   guarantee  of  rigorous  procedures  for 

notifying    all    interested    parties    that    their    rights    in    property  on 

which  the  taxes  are  or  were  delinquent  may  be  in  jeopardy  by  the 
pending  issuance  of  a  tax  deed 

establishment  of  26  new  code  sections  establishing  a  streamlined 
process  for  property  lax  sales  of  real  properly  and  improvements, 
and  a  new  and  streamlined  pr (kcss  for  issuing  tax  deeds 
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POLICY  IMPLICATIONS 

or  the  several  policy  implications  resulling  from  adoption  of  SB  162,  there  is  one 
that  deserves  special  attention. 

That  is  the  provision  that  the  "purchasei "  of  an  interest  in  property  for  delinquent 
taxes  other  than  a  county,  no  longer  will  have  the  option  of  applying  or  not 
applying  foi-  a  tax  deed,  but  will  automatically  be  issued  a  deed  at  the  end  of  the 
;i-year  redemption  period.  Counties  still  have  the  option  of  taking  or  not  taking  a 
tax  deed. 

Special  consideration  should  be  given  to  this  change  because  the  automatic  issuing 
of  a  tax  deed  carries  with  it  the  responsibilities  of  owning  the  property.  This  is 
most  vividly  emphasized  by  focusing  on  the  responsibilities  associated  with 
outstanding  (or  delinquent)  assessments  for  special  improvement  districts  (SIDs)  or 
rural  special  improvement  districts  (RSIDs). 

A  person  or  governmental  entity  taking  a  tax  deed  on  property  on  which  the  SIDs 
are  delinquent  will  be  responsible  for  the  delinquency  and  for  all  futuie 
assessments.  In  some  instances,  the  amount  of  the  SIDs  could  be  gieater  than  the 
amount  of  the  delinquent  taxes. 

For  governmental  entities,  especially  counties,  the  situation  is  compounded  because 
of  the  sheer  number  of  delinquencies  and  potential  number  of  properties  that  might 
be  acquired  by  tax  deed.    Any  outstanding  delinquent  SIDs  or  RSIDs  would  have  to 


As  currently  written,  the  county  is  already  obligated  for  delinquent  SIDs 
and  RSIDs  through  the  revolving  fund  established  for  delinquencies.  Consequently, 
the  fact  that  the  county  will  eventually  be  required  to  pay  for  any  delinquency  is 
not  changed,  but  merely  made  more  evident.  And,  of  course,  with  the  automatic 
issuance  of  a  tax  deed  at  the  end  of  the  3-yeai'  redemption  period,  counties  will  no 
longer-  be  afforded  the  option  of  net  becoming  the  owner  of  such  delinquent  property. 


SUMMARY 

SB  162  accomplishes  the  legislative  mandate  staU'd  in  SJR  14  by  providing 

.  .  .  uniform  and  equitable  procedures  and  safeguards  for  the  public  and 
private  sectors  in  the  taking  and  disposal  of  real  and  personal  property 
for  taxes. 

Outdated  and  unclear  language  and  procedures  are  repealed  and  new  language  is 
adopted  that  is  simpler  to  understand  and  more  easily  administered  by  county 
elected  ofTicials. 

The  property  owner  continues  to  be  afforded  the  two  most  important  protections 
currently  available  for  the  protection  of  his  property  interest: 

(1)  the  H-year  redemption  period;  and 

(2)  rigorous  procedures  for  notifying  delinquent  taxpayers  and  other 
interested  parties  that  their  property  interests  are  in  jeopardy  and 
that  a  tax  deed  will  be  issued  if  the  delinquency  is  not  redeemed. 

While  the  policy  implications  of  SB  162  should  not  be  underestimated,  the  new 
procedures  contained  in  the  bill  replaced  a  confusing,  inefficient,  arguably 
unworkable,  and  very  complicated  process  with  a  process  that  is  still  complex,  but 
more  efFicient,  more  easily  understandable,  and  more  easily  administered  by 
Montana's  local  elected  officials. 
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